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The Commercial Paper Market 


by ROY A. FOULKE 


Industrial Specialist of R. G. Dun & Co. 


In this book you will find startling figures comparing commercial paper 
with other forms of investment, as regards both safety and yield. 
You will find an analysis of commercial paper and the open market 
from the banker’s point of view, and from the viewpoints of the seller 
and broker, as well. You will get a comprehensive idea of the entire 
scope of the commercial paper market; will find detailed explanations 
of its organization and operation; will learn the advantages of com- 
mercial paper as an investment for the banker who desires the utmost 
in safety and yield. 


Read what these men say of the book: 


“This book is the best exposition of the subject which I have read and I think 
all bankers who buy commercial paper will find a great deal of interest as 
well as profit in it."—W. G. Wilmet, vice-president Hibernia Securities Com- 
pany, Inc., New Orleans. 


“I wish that this might be read by a great many bankers that have overlooked 
to date this form of investment.”—R. H. Mabbatt, vice-president Lane, Roloson 
& Co., Inc., Chicago. 


“Gives the information which the prospective seller or buyer of commercial 
paper would like to have if he is not already thoroughly familiar with the 


way the system operates.”—S. C. Wise, of Burr, Stevens & Company, Inc., 
St. Louis, 


Price $1.15 265 Pages 


FILL OUT AND RETURN 


BANKERS PUBLISHING COMPANY 
Book Dep’t.—465 Main St., Cambridge, Mass. 


Please send me postpaid, a copy of “The Commercial Paper Market” by Foulke 
for which I enclose $1.15. 


BANK OR FIRM 


ADDRESS 





THE BANKERS MAGAZINE 


[Continued from page m1} 


MONTHLY DEPARTMENTS 


EprroriAL COMMENT 
The Glass-Steagall Act and Other Legislation 
General Provisions of the Glass-Steagall Law 
Some Important Sections of the New Law 


America’s Most Urgent Problem 


Too Much Reliance on Legislation 


INVESTMENT AND FINANCE 
Managing the Commercial Bank’s Bond Account 
Silence Regarding Securities Truly Golden 
The New Securities Act 

BANKING AND COMMERCIAL LAW 

FINANCIAL SITUATION ABROAD 

CURRENT CONDITIONS IN CANADA 

THE BANK AND ITs EQUIPMENT 

ADVERTISING AND PUBLICITY 

Wuat THEY Say 

Book REvIEws AND New Books 

REVIEW OF THE MONTH 

‘IN THE MONTH’s NEws 


CoMING BANKERS’ CONVENTIONS 


The Bankers Magazine is on file in banking, reference and public libraries and is indexed every month in the Industrial Arts 
Index and the International Index to Periodicals. For further references on the above subjects consult 
The Bankers Magazine semi-annual index and the Industrial Arts Index. 


SEE THE PUBLISHER’S PAGE ON PAGE XI 
















s 


II 


UT 


Price 


$1.15 


| English 


—-. 
Authorized Capital . . . . £5,000,000 
Paid-up Capital . . . £3,000,000 
Further Liability of Shareholders . . £2,000,000 
Reserve Fund ; . . £1,620,000 
Special Currency ‘Reserve . . £1,585,000 


HEAD OFFICE: 
and 389 honesilens and Saas in ‘toes. 
Chief Office in Australia—Collins Street, Melbourne. 


BANKING AND EXCHANGE BUSINESS of every description transacted 
with Australia. 
REMITTANCES made by TELEGRAPHIC TRANSFER. WOOL 
and PRODUCE CREDITS arranged. LETTERS of CREDIT and 
DRAFTS issued on all the Branches of the Bank. 


DE I Sone cvcceweesctecs sy Guaranty Trust Company of New York. 


I a ass 0 nab te, Based Mmtag Ohare aaa aaa First National Bank. 
SAN FRANCISCO........ Crocker-First National Bank of San Francisco. 


A Book that points the way to 
greater profits... 


BANKERS PUBLISHING CO. 


THE BANKERS MAGAZINE 


Scottish & Australian Bank, 











BILLS NEGOTIATED or sent for COLLECTION. 


Chief Agents in United States: 


ban adee webead sdalcnee The Canadian Bank of Commerce. 
EP RVOE CRE WEL OS RTE Rea Cee National City Bank. 


Paes i ek PAE RTD : The Canadian Bank of Commerce. 
A. A. SHIPSTON, Manager 


ET 


The Service Charge on 
Demand Deposits 


By W. GORDON JONES 


HIS book is a complete treatise on the growing 

banking practice of imposing a monthly service 
charge on demand deposits that do not measure up to 
a certain standard of profitableness to the bank. It 
tells how to determine which accounts are unprofitable 
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William H. Kniffin, the author, 
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in the United States. 
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Correspondent banks are assured of quick and 
accurate collections 


CORN EXCHANGE NATIONAL BANK 


AND TRUST COMPANY 
PHILADELPHIA 


Lal 


The Publisher’s Page 


EOPLE forget rather easily the profits you failed to 
make for them; but the losses you advised them to take, 
or which resulted from your advice, stick in their minds a 
long time.” For this reason it seems likely that the astound- 
ing number of people who have lost money or had it tem- 
porarily withheld from them during the period of bank failures 
will force the passage of even more legislation designed to make 
dishonest and incompetent banking impossible in the future. Se- 
curity affiliates are already half out of the picture. Unit banking 
is threatened unless the independent bank can learn to stand on its 
own feet through trained and efficient management and to meet 
competition openly and willingly. The separation of commercial 
and savings deposits is much discussed in financial and legislative 
circles, and the question has even been raised as to whether banks 
should be allowed to operate a trust business. The successful bank 
will be the one which is able to adapt itself quickly and expertly 
to these changes as they occur. Im an article called “Coming 
Changes in Our Banking System” (page 123) Witiiam Hayes 
discusses how present and future legislation is likely to affect bank- 
ing and indicates the open-minded and co-operative attitude he 
believes bankers should take toward the new scheme of things. 


GrEorGE V. McLAvuGHLIN, newly elected president of the New 
York State Bankers: Association, thinks that banks should not 
leave the whole business of reform to the legislature. Neither does 
he approve of calling in the Government to-make all institutions 
conform to a code of practises. Instead he appeals to bankers 
everywhere to unite in formulating a scheme of sound reform and, 
even though it may mean financial loss and, in some cases, the 
elimination of unprofitable banks, to prove to the country that 
bankers are capable of putting their own house in order and acting 
unselfishly for the public welfare. His article (“Improving Our 
Banking Methods”) will be found on page 120 of this issue. 


WueEn the Workmen’s Compensation Law was passed in Cali- 
fornia many people were decidedly sceptical as to its results. But 
it has worked out to the advantage of both employer and employe. 
ALDEN ANDERSON, president of the Capital National Bank, Sacra- 
mento, Cal., and author of “Lessons from the Banking Crisis,” 
page 142, believes deposit guaranty may similarly prove to be eco- 
nomically sound. In his defense of this severely criticized pro- 
vision of the new banking act, Mr. Anderson points out in what 
ways the new guaranty of deposits differs from the systems for- 


{Continued on page xiv} xI 
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If you are planning a new bank 
building, you ought to read... 


The Fundamentals of Good 
Bank Building 


By ALFRED HOPKINS 


Specialist in Bank Architecture 


It gives you complete information 
in regard to every phase of bank 
building; aids you in carrying 
out your own pet ideas; and sug- 
gests to you other ideas which 
have proven successful and which 
you might otherwise neglect. 


Written in a fresh and informal 
style, the book has the rare com- 
bination of being both entertain- 


ing and profitable. 


It is profusely illustrated, and 
attractively printed and bound. 
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merly tried by various individual states and shows how lack of 
proper legislation weakened our banking system during the days 
of easy money. 


In times of difficulty and disorder the old and the new share equally 
in popular criticism, and the Federal Reserve System itself has not 
been without its attackers. In an article on page 129 GEORGE A. 
MacDona.p, formerly president of the Chicopee National Bank 
of Springfield, Mass., comes to its defense by showing how it saved 
the people of America from disaster during the World War and 
the inventory panic of 1921. “We have been taught another lesson 
as we were taught in 1907,” he declares. “If we had not profited 
by the lesson we learned then, we could not have weathered the war 
years. It brought us a Federal Reserve System based on the ex- 
periences of the past. The lesson of 1929 should bring us a Reserve 
System based upon our new experiences.” 


Does the C. P. A. certification on the customer’s statement mean 
anything? ‘This is a question of importance to all engaged in the 
banking business. PHitip S. SurFERN, president of the Society of 
Certified Public Accountants of the State of New Jersey, hastens 
to answer this question in the affirmative, and then goes on to ex- 
plain why bankers often do not get the full benefit of this service 
through carelessness in making clear to the accountants what sort 
of audit they desire or through hasty and inaccurate reading of the 
finished report. Mr. Suffern’s article, explaining how the account- 
ants work and the danger signals that they hoist in their reports, 
will be found on page 147. 


Were the authority over the investments in a trust rests, what 
discrimination must be made in choosing among legals, when new 
stock resulting from a merger may be retained and when it must 
be sold, where trust funds should be deposited—these are among 
the questions that CuTHBERT LEE discusses this month in his article 
on “Personal Trust Investments” (page 137). 


How is the bank customer to be “educated” in the functions of the 
bank when the officers are “so engrossed in their manifold operating 
problems that they are kept on the jump from counter to desk to 
telephone all day long’? The answer, says Frank M. Torron, 
second vice-president of The Chase National Bank, New York, is 
through visual education by means of pamphlets and leaflets. Mr. 
Totton outlines the public relations organization necessary to keep 
such a system of education operating smoothly and efficiently and 
shows what services it can render to the bank. In addition he has 
some vivid warnings on what happens when the addressograph 
machine jams or elderly spinsters are sent booklets on the advan- 
tages of protecting children through trusts. (See page 132.) 
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Editorial Comment 
THE GLASS-STEAGALL ACT AND OTHER LEGISLATION 


new banking law and _ other 

recent legislative acts, the belief 
is expressed that the banks and all other 
business and productive activities should 
cheerfully accept these measures and 
work unitedly to promote their success- 
ful operation. 

No candid person will deny that 
some of these measures contain highly 
debatable features; but since desperate 
diseases are said to call for desperate 
remedies, objections may be temporarily 
waived until the country has an oppor- 
tunity of seeing whether the curative 
properties of these expedients are effec- 
tive or not. 

This observation applies to the Glass- 
Steagall Banking Act as well as to 
other measures of a far-reaching char- 
acter. The talk about the national 
banks deserting the Federal Reserve 
System, because of their objections to 
the deposit-guaranty provision of that 
law, is ill-advised. Such action, if 
taken, would result in further confusion 
of a banking situation already none ‘oo 
clear, and would very likely provoke 
fresh retaliatory legislation designed still 
further to restrict the operation of the 
banks. 

Today the bankers of this country 
are not popular. Whether this loss of 
public esteem is justified or not is 
beside the point. The fact of its 
. existence is so plain that it must be 
recognized, and the bankers will have 
to act accordingly. That is, they can- 
not afford to antagonize the public will 
as expressed in legislative acts regulat- 
ing the conduct of their business. 

The most serious objection against 
the new banking law has to do with 


Boe taking a glance at the 


the deposit-guaranty feature, all banks 
being required to contribute to a fund 
for meeting the losses of weak banks. 
That this part of the law is wrong in 
principle and universally condemned by 
experience may be admitted. But this 
admission makes no change in the fact 
that the guaranteeing of bank deposits 
has now been written into the law of 
the land. 

Why has this particular piece of 
legislation been written into the statute- 
book? Chiefly, because of the abnormal 
rate of bank failures in recent years. 
While THE BANKERS MAGAZINE has 
steadily contended that this exceptional 
rate of bank mortality was mainly due 
to business conditions for which the 
banks were not responsible, it is never- 
theless a fact that in the prosperous 
years the number of bank failures was 
by no means inconsiderable. Some of 
these failures have been due to imper- 
fect banking laws and to lax methods 
of official supervision. But responsi- 
bility for many of them must in justice 
be placed at the doors of the bankers 
themselves. They had the American 
Bankers Association, the numerous 
state bankers’ associations and many 
clearing-house organizations. Why have 
they not, in all this time, done some- 
thing that would have improved the 
standard of banking to an extent that 
would have made the deposit-guaranty 
law unnecessary? But if it was imprac- 
ticable to institute desirable reforms 
through any of these associations, each 
bank could have put its own house in 
order, and thus have escaped the drastic 
penalty now imposed by Congress. 

Unfortunately, the penalty falls alike 
upon the innocent and the guilty. The 
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great majority of the banks of the 
country have so prudently conducted 
their operations as not to require any 
such drastic punishment. They are to 
be penalized for sins not of their com- 
mission. 

Does it not all come down to this: 
that the laws, the officials charged with 
supervision of banks, the bankers them- 
selves (to the extent possible) and the 
people who deal with the banks should 
long ago have taken a stand that would 
have precluded the disgraceful chapter 
of American banking so recently written? 

Safe banking must be assured. This 
assurance should be provided by some- 
thing more defensible than placing 
upon the capably managed banks re- 
sponsibility for losses they had no hand 
in incurring. It is to be had by wise 
banking laws, by strict administration 
of them, by more efficient bank manage- 
ment and by the gradual establishment 
of sounder banking traditions. If 
nation-wide branch banking or a single 
banking system is the price that must 
be paid for safe banking, this price— 
high as some regard it—will be far 
more defensible than the penalization of 
sound banks for the recklessness of 
others. 


GENERAL PROVISIONS OF THE 
GLASS-STEAGALL LAW 


HE new banking law is of great 
length. Its main provisions will 
be summarized, but the banks of 
the country must have its complete text 
before them for their guidance. 
Deposit insurance is provided of 
two kinds, temporary and permanent, 
the former to take effect January 1, 
1934, unless the President shall declare 
it effective at an earlier date. This 
temporary insurance applies to all banks 
members of the Federal Reserve System 
and to other banks able to obtain a 
certificate of solvency from the state 
banking authorities and to meet the 
requirements of those charged with the 
operation of the guaranty fund. 
Deposits in the participating banks 
will be insured to a maximum of $2500 
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only. The fund for providing this 
insurance is to be contributed by the 
insured banks paying into the fund 
one-half of 1 per cent. of the deposits 
eligible for insurance. 

The permanent scheme goes into 
effect July 1, 1934, unless an earlier 
date shall be named by the President. 
To carry out the plan a Federal De- 
posit Insurance Corporation is to be 
formed. Up to $10,000 deposits of 
participating banks are to be insured 
100 per cent.; between $10,000 and 
$50,000, 75 per cent.; and above $50,- 
000, 50 per cent. To provide the means 
for making the permanent insurance 
feature effective three sources are drawn 
upon: the Government will contribute 
$150,000,000; Federal Reserve banks 
will be required to purchase stock in 
the corporation to an amount equal 
to one-half of their surplus; and, finally, 
the insured banks will be assessed one- 
half of 1 per cent. of their deposits. 

The new law abolishes the payment 
of interest on demand deposits (public 
moneys being excepted), and the rate 
of interest on time deposits “may be 
prescribed by the Federal Reserve Board. 

Security and underwriting affiliates 
of member banks are prohibited after 
one year from the taking effect of the 
act, and meanwhile are to be subject 
to examination. Private bankers re- 
ceiving deposits are required to under- 
go state or Federal examination. 

An attempt is made to prohibit un- 
due speculative carrying of securities, 
real estate or commodities, and author- 
ity is given the Federal Reserve Board 
to prevent member banks from increas- 
ing their loans secured by stock and 
bond collateral for a period up to one 
year. 

On national bank shares issued after 
the taking effect of the act the double 
liability heretofore attaching to national 
bank stock is removed. 

State member banks are to have the 
same rights respecting branches as the 
national banks. 

With the approval of the Comptrol- 
ler of the Currency national banks 
may establish and operate branches 
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within the state, if such right is per- 
mitted by state laws to state banks. 
National banks to be entitled to the 
privilege of establishing branches must 
have minimum capital of $500,000, 
except in states with a population of 
less than one million and which have 
no cities located therein with a popula- 
tion exceeding 100,000, where the mini- 
mum capital shall not be less than 
$250,000. In states with a population 
of less than one-half million and having 
no cities with a population exceeding 
50,000, the capital shall not be less 
than $100,000. The aggregate capital 
of every national bank and its branches 
shall at no time be less than the aggre- 
gate minimum capital required by law 
for the establishment of an equal num- 
ber of national banks situated in various 
places where such branches are located. 


SOME IMPORTANT SECTIONS 
OF THE NEW LAW 


Pinscy of som the foregoing sum- 


mary of some of the outstanding 
provisions of the new banking law, 
these sections are published entire: 


Sec. 10 Sec. 14 of the Federal Reserve 
Act, as amended (U. S. C.,. Title 12, Secs. 
353-358), is amended by adding at the end 
thereof the following new paragraph: 

“(g) The Federal Reserve Board shall 
exercise special supervision over all relation- 
ships and transactions of any kind entered 
into by any Federal Reserve bank with any 
foreign bank or banker, or with any group 
of foreign banks or bankers, and all such 
relationships and transactions shall be sub- 
ject to such regulations, conditions, and 
limitations as the Board may prescribe. No 
officer or other representative of any Federal 
Reserve bank shall conduct negotiations of 
any kind with the officers or representatives 
of any foreign bank or banker without 
first obtaining the permission of the Federal 
Reserve Board. The Federal Reserve Board 
shall have the right, in its discretion, to be 
_tepresented in any conference or negotia- 
tions by such representative or representa- 
tives as the Board may designate. A full 
report of all conferences or negotiations, 
and all understandings or agreements ar- 
rived at or transactions agreed upon, and all 
other material facts appertaining to such 
conferences or negotiations, shall be filed 
with the Federal Reserve Board in writing 
by a duly authorized officer of each Federal 
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Reserve bank which shall have participated 
in such conferences or negotiations.” 

Sec. 11. (a) Sec. 19 of the Federal 
Reserve Act, as amended (U. S. C., Title 
12, Secs. 142, 374, 461-466; Supp. VI, 
Title 12, Sec. 462a), is amended by insert- 
ing after the sixth paragraph thereof the 
following new paragraph: 

‘““No member bank shall act as the medium 
or agent of any non-banking corporation, 
partnership, association, business trust, or 
individual in making loans on the security 
of stocks, bonds, and other investment securi- 
ties to brokers or dealers in stocks, bonds, 
and other investment securities. Every 
violation of this provision by any member 
bank shall be punishable by a fine of not 
more than $100 per day during the con- 
tinuance of such violation; and such fine 
may be collected, by suit or otherwise, by 
the Federal Reserve bank of the district 
in which. such member. bank is located.” 

Sec. 17. (a) Sec. 5138 of the Revised 
Statutes, as amended (U.S.C., Title 12, Sec. 
51; Supp. VI, Title 12, Sec. 51), is amended 
to read as follows: 


“Sec. 5138. After this section as 
amended takes effect, no National banking 
association shall be organized with a less 
capital than $100,000, except that such asso- 
ciations with a capital of not less than 
$50,000 may be organized in any place the 
population of which does not exceed six 
thousand inhabitants. No such association 
shall be organized in a city the population 
of which exceeds fifty thousand persons with 
a capital of less than $200,000, except that 
in the outlying districts of such a city where 
the State laws permit the organization of 
State banks with a capital of $100,000 or less, 
National banking associations now organized 
or hereafter organized may, with the ap- 
proval of the Comptroller of the Currency, 
have a capital of not less than $100,000.” 

(b) The tenth paragraph of Sec. 9 of the 
Federal Reserve Act, as amended (U.S.C., 
Title 12, Sec. 329), is amended to read as 
follows: 

“No applying bank shall be admitted to 
membership in a Federal Reserve bank unless 
it possesses a paid-up unimpaired capital 
sufficient to entitle it to become a National 
banking association in the place where it is 
situated under the provisions of the National 
Bank Act, as amended: Provided, That this 
paragraph shall not apply to State banks and 
trust companies organized prior to the date 
this paragraph as amended takes effect and 
situated in a place the population of which 
does not exceed three thousand inhabitants 
and having a capital of not less than 
$25,000, nor to any State bank or trust 
company which is so situated and which, 
while it is entitled to the benefits of insur- 
ance under Sec. 12B of this Act, increases 
its capital to not less than $25,000.” 
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Sec. 21. (a) After the expiration of one 
year after the date of enactment of this Act 
it shall be unlawful— 

(1) For any person, firm, corporation, 
association, business trust, or other similar 
organization, engaged in the business of 
issuing, underwriting, selling, or distributing, 
at wholesale or retail, or through syndicate 
participation, stocks, bonds, debentures, notes, 
or other securities, to engage at the same 
time to any extent whatever in the business 
of receiving deposits subject to check or to 
repayment upon presentation of a passbook, 
certificate of deposit, or other evidence of 
debt, or upon request of the depositor; or 

(2) For any person, firm, corporation, 
association, business trust, or other similar 
organization, other than a financial institu- 
tion or private banker subject to examination 
and regulation under State or Federal law, 
to engage to any extent whatever in the 
business of receiving deposits subject to 
check or to repayment upon presentation of 
a passbook, certificate of deposit, or other 
evidence of debt, or upon request of the 
depositor, unless such person, firm, corpora: 
tion, association, business trust, or other 
similar organization shall submit to periodic 
examination by the Comptroller of the Cur- 
rency or by the Federal Reserve bank of 
the district and shall make and _ publish 
periodic reports of its condition, exhibiting 
in detail its resources and liabilities, such 
examination and reports to be made and 
published at the same time and in the same 
manner and with like effect and penalties 
as are now provided by law in respect of 
National banking associations transacting 
business in the same locality. 

Sec. 22. The additional liability imposed 
upon shareholders in National Banking asso- 
ciations by the provisions of Sec. 5151 of 
the Revised Statutes, as amended, and Sec. 
23 of the Federal Reserve Act, as amended 
(U.S.C., Title 12, Secs. 63 and 64), shall 
not apply with respect to shares in any such 


association issued after the date of enact- 
ment of this Act. 
Sec. 23. Paragraph (c) of Sec. 5155 of 


the Revised Statutes, as amended (U-S.C., 
Title 12, Sec. 36), is amended to read as 
follows: 

(c) A National banking association may, 
with the approval of the Comptroller of 
the Currency, establish and operate new 
branches: (1) Within the limits of the city, 
town or village in which said association is 
situated, if such establishment and operation 
are at the time expressly authorized to State 
banks by the law of the State in question, 
and (2) at any point within the State in 
which said association is situated, if such 
establishment and operation are at the time 
authorized to State banks by the statute law 
of the State in question by language specifi- 
cally granting such authority affirmatively 
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and not merely by implication or recogni- 
tion, and subject to the restrictions as to 
location imposed by the law of the State 
on State banks. No such association shall 
establish a branch outside of the city, town, 
or village in which it is situated unless it 
has a paid-in and unimpaired capital stock 
of not less than $500,000: Provided, That 
in States with a population of less than 
one million, and which have no cities located 
therein with a population exceeding one hun- 
dred thousand, the capital shall be not less 


than $250,000: Provided, That in States 
with a population of less than one-half 
million, and which have no cities located 


therein with a population exceeding fifty 
thousand, the capital shall not be less than 
$100,000.” 

Paragraph (d) of Sec. 5155 of the Re- 
vised Statutes, as amended (U.S.C., Title 
12, Sec. 36), is amended to read as follows: 

“(d) The aggregate capital of every Na- 
tional banking association and its branches 
shall at no time be less than the aggregate 
minimum capital required by law for the 
establishment of an equal number of National 
banking associations situated in the various 
places where such association and_ its 
branches are situated.” 

Sec. 30. Whenever, in the opinion of 
the Comptroller of the Currency, any direc: 
tor or officer of a National bank, or of a 
bank or trust company doing business in 
the District of Columbia, or whenever, in 
the opinion of a Federal Reserve agent, any 
director or officer of a State member bank 
in his district shall have continued to 
violate any law relating to such bank or 
trust company or shall have continued un- 
safe or unsound practices in conducting the 
business of such bank or trust company, 
after having been warned by the Comptroller 
of the Currency ‘or the Federal Reserve 
agent, as the case may be, to discontinue 
such violations of law or such unsafe or 
unsound practices, the Comptroller of the 
Currency or the Federal Reserve agent, as 
the case may be, may certify the facts to 
the Federal Reserve Board. In any such 
case the Federal Reserve Board may cause 
notice to be served upon such director or 
officer to appear before such board to show 
cause why he should not be removed from 
ofice. A copy of such order shall be sent 
to each director of the bank affected, by 
registered mail. If, after granting the 
accused director or officer a_ reasonable 
opportunity to be heard, the Federal Reserve 
Board finds that he has continued to violate 
any law relating to such bank or trust com- 
pany or has continued unsafe or unsound 
practices in conducting the business of such 
bank or trust company after having been 
warned by the Comptroller of the Currency 
or the Federal Reserve agent to discontinue 
such Violation of law or such unsafe or 
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unsound practices, the Federal Reserve 
Board, in its discretion, may order that such 
director or officer be removed from office. 


Sec. 31. After one year from the date 
of enactment of this Act, notwithstanding 
any other provision of law, the board: of 
directors, board of trustees, or other similar 
governing body of every National banking 
association and of every State bank or trust 
company which is a member of the Federal 
Reserve System shall consist of not less 
than five nor more than twenty-five mem- 
bers; and every director, trustee, or other 
member of such governing body shall be 
the bona fide owner in his own right of 
shares of stock of such banking association, 
State bank or trust company having a par 
value in the aggregate of not less than 
$2500, unless the capital of the bank shall 
not exceed $50,000, in which case he must 
own in his own right shares having a par 
value in the aggregate of not less than 
$1500, or unless the capital of the bank 
shall not exceed $25,000, in which case he 
must own in his own right shares having 
a par value in the aggregate of not less than 
$1000. If any national banking association 
violates the provisions of this section and 
continues such violation after thirty days’ 
notice from the Comptroller of the Cur- 
rency, the said Comptroller may appoint a 
receiver or conservator therefor, in accord- 
ance with the provisions of existing law. 
If any State bank or trust company which is 
a member of the Federal Reserve System 
violates the provisions of this section and 
continues such violation after thirty days’ 
notice from the Federal Reserve Board, it 
shall be sub‘ect to the forfeiture of its mem- 
bership in the Federal Reserve System in 
accordance with the provisions of Sec. 9 
of the Federal Reserve Act, as amended. 


Sec. 32. From and after Jan. 1, 1934 
no officer or director of any member bank 
shall be an officer, director, or manager of 
any corporation, partnership, or unincor- 
porated association engaged primarily in the 
business of purchasing, selling, or negotiating 
securities, and no member bank shall per- 
form the functions of a correspondent bank 
on behalf of any such individual, partner- 
ship, corporation, or unincorporated associa- 
tion and no such individual partnership, 
corporation, or unincorporated association 
shall perform the functions of a corre’ 
spondent for any member bank or hold on 
deposit any funds on behalf of any member 
bank, unless in any such case there is a 
permit therefor issued by the Federal Re- 
serve Board; and the Board is authorized 
to issue such permit if in its judgment it is 
not incompatible with the public interest, 
and to revoke any such permit whenever it 
finds, after reasonable notice and oppor- 
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tunity to be heard, that the public interest 
requires such revocation. 


With the summarizing of this im- 
portant piece of banking legislation, 
and the complete sections of the law 
given above, it is hoped that the bankers 
of the country will be afforded the 
information necessary for them to con- 
duct their operations under the pro- 
visions of the new act. 

Perhaps the most important changes 
made are those relating to deposit in- 
surance, the divorce of afhliates, branch 
banking and the power conferred on 
the Federal Reserve Board to remove 
officers and directors of member banks 
for violating the banking laws or in- 
dulging in unsound and unsafe banking 
practices. 

As some of the main features of the 
law do not become operative for some 
time, it is too early to attempt to 
appraise their effect upon the banking 
institutions of the country. 


AMERICA’S MOST URGENT 
PROBLEM 


ORK for the unemployed is 
the most urgent problem con- 
fronting America today, and 


to the prompt solution of this problem 
all the thought and energies of our 
people must be addressed. Very likely 
the desired end can be reached in only 
one way, by the restoration of the 
profitable operation of industry and 
trade. For this has been the depend- 
able source of employment in the past. 

Much legislation of an experimental 
character has been enacted designed to 
effect this highly desirable purpose. 
The National Industrial Recovery Act, 
the National Securities Act, the Glass- 
Steagall Banking Act, the Agricultural 
Relief Act, the Transportation Act and 
the Public Works program—all these 
measures were enacted with the object 
of providing plans for safer and more 
active prosecution of industry and 
trade. 

Bankers and all others who wish for 
national recovery have an opportunity 
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to work together in an honest effort 
to make these measures effective. 

The widespread and severe distress 
caused by unemployment cannot con- 
tinue without additional suffering to our 
people and possible danger to our insti- 
tutions. Legislation has done about all 
that it can do to create the means for 
affording relief. It remains for bankers, 
industrialists and merchants to labor 
unitedly in making this program effec- 
tive, and thus to alleviate the grave 
trials to which so many of our people 
have been subjected. 


TOO MUCH RELIANCE ON 
LEGISLATION 


ROM an address delivered by 
Peceor V. McLaughlin at the last 
annual convention of the New 
York State Bankers the 


following pertinent are 


Association, 
observations 


taken. Mr. McLaughlin is president of 
the Brooklyn Trust Company, a 
former Superintendent of the State 


Banking Department and the newly- 
elected president of the New York 
State Bankers Association. Speaking 
of recent banking legislation, he said: 


“I have said many times, both pub- 
licly and privately, that good banking 
practices cannot be created by legisla- 
tion, and I have not changed my mind. 
We must not rely on legislation and 
expect it to solve our problems and 
restore public confidence in banking. 
We must go further. We must clean 
our own houses through the formulation 
of, and adherence to, a proper code of 
banking ethics and practices. By this 
I do not mean that we should ask the 
Federal Government to help us enforce 
sound practices among ourselves, as 
some industries are now doing. Our 


salvation lies, in my opinion, in volun- 
tary observance of a few sound rules, 
which in the past have been honored 
in theory but neglected in practice.” 


Warning that improvement does not 
come from without was impressively 
conveyed in a recent speech by Elihu 
Root. Mr. Root was speaking before 
the New York convention called to 
act on the repeal of the Eighteenth 
Amendment to the Constitution of the 
United States. He expressed the view 
that our experience with this amend- 
ment had furnished two vital lessons: 


“One is that our constitutional gov- 
ernment rests upon two bases, national 
strength and local self-government, and 
that both are essential to the continu- 
ance of our free democracy. 

“The other lesson is of higher and 
of broader importance; that human 
progress, that advance along the road 
of civilization from brutish animalism 
to the conceptions of justice and 
charity, of kindliness and beauty, of 
this latter century, every step has been 
made not by compulsion but by the 
development of higher standards of con- 
duct and nobler emotions among the 
people; a lesson that advance in all 
that is noble and good comes not from 
without but from within.” 


The sound standards which Mr. Mc- 
Laughlin proposed for banking, and 
which Mr. Root eulogized as univer- 
sally applicable, do not depend upon 
laws; they are not imposesd from with- 
out, but from within. 

Toward this higher standard of bank- 
ing, designed and enforced by them- 
selves, the bankers of the country may 
set their steps, with manifest advantage 
to the country and to the banks also. 


Modern Paradoxes 


@ That high prices are a blessing. 


—_—Q-— 


@ That diminished production means in- 
creased wealth. 


—_Q-—_ 


@ That a dollar cut in half is still a 
dollar. 


—O-— 


@ That the country is best governed 
which is governed most. 


—O— 


@ That good banking is the product of 
statutory regulation. 


—OQ—— 


@ That receiving goods in payment of 
foreign loans leads to national im- 
poverishment. 


——O— 


@ That politicians and economists lack- 
ing successful business experience 
are the safest business guides. 


—O— 


@ That competition is the death of 
trade. 
—_O— 


@ That heavier taxes mean greater pros- 


perity. 
—--O— 


@ That international trade is unprofit- 
able and domestic trade profitable. 


naar 
’@ That trade is created by credit. 
uly 


@ That banking safety depends upon 
banking systems. 


@ That speculation in shares and com- 
modities is a sign of a healthful 
business situation. 


—O— 


@ That real wages are expressed in 
terms of money. 


—O-— 


@ That manipulation of the money 
standard is of benefit to debtors. 


—_—O-— 


@ That material gains are inimical to 
spiritual advancement. 


——O— 


@ That trade wars are to be regarded 
with indulgence while military 
wars are to be outlawed. 


—Oo— 


€j That scaling down of debts penalizes 
the creditor only. 


—O-—. 


@ That public deficits can be cured by 
an alteration in the methods of 
bookkeeping. 


iQ 


@ That taxes can be lowered and ex- 
penditures increased. 


—oQ— 


@ That bank deposits can be made safe 
while loans and investments are 
unsafe. 

—O-— 


@ That depressions are sent by heaven 
for the chastening of mankind. 


—_—O—. 


@ That experiment is a wiser instructor 
than experience. 
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Improving Our Banking Methods 





Banks Are Urged to Adopt Their Own Code of Banking Ethics 


and Practices 


By GrorceE V. McLAUGHLIN 


President, Brooklyn Trust Company 


S bankers we cannot close our eyes 
Av the fact that the structure of 
public good will which looked so 
impressive a few years ago has tumbled 
down upon our heads. We know, too, 
better than anyone else, that the change 
in the public’s attitude toward us has 
been due to the mistakes of a minority. 
It was this destruction of public con- 
fidence that brought about the enact- 
ment of the Banking Act of 1933, com- 
monly called the Glass-Steagall Act, 
which is unquestionably the most far- 
reaching piece of banking legislation 
since the Federal Reserve Act. This act 
was the fruit of much careful study and 
honest thought on the part of those who 
drafted it, and I feel sure that their in- 
tention was not to penalize the banks 
but rather to strengthen the banking 
system of the country. Here in New 
York State, because of our relatively 
strong banking system and relatively 
high degree of liquidity, we did not see 
any necessity for this legislation, but it 
is fair to assume that its proponents had 
in mind the banking situation of the 
entire country. 

While I was one of those who did not 
approve of the Glass-Steagall Act and 
protested against its deposit guaranty 
provisions, now that it is the law of the 
land I think that banks everywhere 
should co-operate with the Administra- 
tion, and I do not think it is the time to 
talk about withdrawing from the Fed- 
eral Reserve System because of our ob- 
jections to this legislation. 

However, it is not my intention to 
talk to you about the Glass-Steagall Act, 
as it has been thoroughly treated by 
others. I have said many times, both 
publicly and privately, that good banking 





From a recent address. 


120 


practices cannot be created by legisla- 
tion, and I have not changed my mind. 
We must not rely on legislation and ex- 
pect it to solve our problems and restore 
public confidence in banking. We must 
go further. We must clean our own 
houses through the formulation of, and 
adherence to, a proper code of banking 
ethics and practices. By this I do not 
mean that we should ask the Federal 
Government to help us enforce sound 
practices among ourselves, as some in- 
dustries are now doing. Our salvation 
lies, in my opinion, in voluntary ob- 
servance of a few sound rules, which in 
the past have been honored in theory 
but neglected in practice. Even though 
it should mean sacrifice of a considerable 
portion of our profits if we follow these 
rules, in the long run it will redound 
greatly to our advantage. 

First, I recommend that each bank set 
up its own “guaranty fund,” distinct 
from any contribution or subscription 
which it may make to the Federal deposit 
insurance plan. This guaranty fund 
should be earmarked from the capital 
structure of the bank, and invested only 
in assets which are eligible as collateral 
at the Federal Reserve banks. This fund 
should be held exclusively for the bene- 
fit of depositors. The size of the guar- 
anty fund would naturally vary with 
the condition of the bank at the time it 
was set up, but in any event it should 
be consistently enlarged year by year 
through additions out of earnings. While 
it might be argued that the present cap- 
ital, surplus and undivided profits of a 
bank constitute a guaranty fund, all too 
frequently we find most of these funds 
tied up in expensive buildings which 
mean nothing in the way of protection 
to the depositors. 

Second, the proportion of earnings 
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paid out as dividends should be held 
down to a conservative percentage, in 
order that the guaranty fund may in- 
crease consistently and that inevitable 
losses may be provided for. Over the 
last ten years far too much of our earn- 
ings has been paid out as dividends. All 
too often excessive dividend payments 
have been influenced by the high market 
values of bank stocks which resulted 
from speculative activities. 

Third, a proper percentage of liquidity 
should be maintained against all deposits 
which, as a matter of practice, are pay- 
able on demand. In recent years the 
practice has been prevalent, particularly 
among so-called country banks, of in- 
vesting heavily in assets which, although 
sound, were not liquid. We must be 
conscious of the fact that as long as we 
continue to pay out “thrift” deposits on 
demand, they are really demand deposits, 
and not time deposits as they are tech- 
nically classed in computing our reserve 
requirements. 

In this connection I would recom- 


mend further voluntary restriction of 
real estate loans by commercial banks 
and trust companies to the point where 
the tutal of such loans, plus the value of 
bank buildings and other real estate 
owned, will not exceed a definite per- 
centage of real time deposits and the 


capital and surplus of the bank. I am 
well aware that restrictions of this kind 
are already in the law, but the distinc- 
tion is that heretofore we have disre- 
garded the real meaning of the term 
“time deposits” in meeting the demands 
of the depositors. 

Fourth, banks which have taken on a 
multiplicity of functions outside the 
realm of deposit banking, such as fiduci- 
ary activities, security selling, etc., should 
set up special reserves to provide for the 
indefinite contingent liabilities inherent 
in the performance of these various func- 
tions. The setting up of adequate re- 
serves for such purposes has been often 
disregarded in order that the bank might 
pay dividends at a high rate. It must 
be remembered that a contingent lia- 
bility becomes a real liability when and 
if the contingency occurs. 

Fifth, banks should discontinue the 
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rendering of services free or below the 
cost thereof. For many years this sub- 
ject has been discussed by bankers, but 
not a great deal has been done about it. 
Now, as never before, the necessity for 
action confronts us. It is our business 
to render services, but it is also our duty 
to educate the public to the necessity of 
paying a fair compensation for them, to 
the end that the bank shall be a profit- 
able enterprise. It is well known that a 
safe bank is always a profitable bank 
and, aside from that, it is unfair to our 
depositors to “skimp” our reserves in 
order to render free services. It is es- 
pecially important at the present time 
that we guard against expansion of free 
services in lieu of the interest payments 
that were stopped by the Glass-Steagall 
Act. 

I have tried to touch the high spots of 
a code of rules for sound banking prac- 
tice. The details must necessarily be 
worked out by others. The idea that I 
want to convey is that we must adopt a 
code of banking practices if we want to 
avoid further restrictive legislation and 
to rebuild public confidence, and I think 
there can be no argument as to our 
wanting to achieve both these ends. 

It is well that we give consideration 
to the fact that adoption of such a code 
will reduce our net profits and wili add 
to the already large number of unprofit- 
able banks. If we are honest with our- 
selves we must face the fact that there 
are too many banks and that a gradual 
elimination of unprofitable banks would 
materially strengthen our banking sys- 
tem, provide increased protection for 
depositors and ultimately be in the best 
interests even of the stockholders of un- 
profitable banking institutions. 

We must recognize, too, that over- 
liberal authorization of new banks and 
trust companies during the past twenty 
years has been one of the primary causes 
of the banking difficulties that we have 
had in this country. Ultimately, I think 
we shall have a unified banking system, 
comprising fewer but stronger banks. 

As a means to this end I favor a grad- 
ual development of a branch banking sys- 
tem. Although approving branch bank- 
ing as an ultimate development, I am 
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not prepared to say that state-wide 
branch banking should be adopted in 
this or any other state at present. We 
know that in states where we have had 
state-wide branch banking the system 
has not stood the test any better than 
has the unit banking system. I believe 


that we should start with cities and 
counties and work into Federal Reserve 
districts and trade areas, should such 
geographical outlines be found practical. 

The thought I would like to leave 
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with you is that all of us should be will- 
ing to give up something for the good 
of the entire banking system. Recent 
events have demonstrated that anything 
which injures one bank also injures all 
banks in greater or lesser degree. This 
is because the public more often thinks 
of the banks as a class than it does of 
any individual institution. Therefore a 
policy of mutual helpfulness and co- 
operation is not only a desirable objec- 
tive—it is a necessity. 


Some Problems for Industry and Finance 


{From a statement by the Secretary of Commerce] 


Is there any way by which a balance can be 
maintained between the growth of productive 
equipment and the growth and distribution 
of purchasers’ income? Can we avoid over- 
expanding our plants beyond the ability of 
the community to buy their products? Is 
this problem in any way connected with the 
size and distribution of plants? Would there 
be a closer co-ordination between plant ca- 
pacity and consumer demand if industry were 
decentralized into smaller plants more widely 
distributed? Is there any way of determining 
what is the best size for a plant in a given 
industry? In all our thinking about such 
problems we should be on our guard not to 
view our economic system as a static thing 
and not to leave out of account the necessity 
for progressively expanding consumers’ de- 
mand in order to make possible a progressively 
improved standard of living. We must not 
assume that productive equipment should be 
limited to what is necessary in order to pro- 
vide for the now current standard of living. 
Bearing this caution in mind, is there any 
way in which we can determine what is the 
normal or optimum rate of growth of cap- 
ital investment in productive equipment 
needed to carry on economic development at 
a rate compatible with a progressive improve- 
ment in the standard of living? 

I have so far omitted to speak of one 
essential element in this whole problem of 
relating productive equipment to buying 
power, namely, the element of indebtedness 
and investment. What bearing does the ac- 
cumulation of indebtedness incurred for fi- 


nancing productive equipment have on the 
problems that I have been suggesting? Is 
there any proper relation between the growth 
of the debt structure and the increase in 
national income? Statistics indicate that our 
internal long-term debt has grown from 
$37,000,000,000 in 1914 to $72,000,000,000 
in 1920 and $134,000,000,000 in 1929. 
Have we mortgaged the future too rapidly, 
that is to say, at a more rapid rate than can 
be adequately absorbed and amortized by 
increases in current income? Should there 
be a legal requirement that long-time funded 
debts should all contain provisions for their 
amortization or retirement within a_ short 
period? Turning from long-time to short- 
time credit, is there any way in which the 
latter can be regulated so as to avoid alternat- 
ing periods of speculative activity and of 
liquidation? Does self-financing by corpora- 
tions through the accumulation of. large 
surplus funds stimulate over-capacity in in- 
dividual industries? 

The problems I have so far been suggest- 
ing relate to our domestic economy alone. 
There are others of great magnitude pre- 
sented by the international economic situation. 
Assuming that the different nations will all 
of them attempt to set their own economic 
systems in order by some sort of planning; 
is it possible to effect international economic 
adjustments between the planned economies 
of different. nations? Can a substitute for 
tariff walls and prohibitions be found which 
would permit a larger flow of international 
trade without impeding national experiments 
toward a higher standard of living? 





Coming Changes in Our Banking 
System 


By WILLIAM HAyEs 


*“Accustom thyself, therefore, to meditate upon this, that the nature of the universe 
delights in nothing more than altering those things that are, and making others like 


unto them. 
what shall be.”—Marcus Aurelius. 


HERE is and has been for some 
| months a great deal of agitation for 
improvements in our banking sys- 
tem. When I speak of our banking system 
I do not mean the Federal Reserve Sys- 
tem as an agency of credit control, nor 
the national banking system, nor the 
state bank systems. I do not want, in this 
article, to enter the disputed ground of 
currency and credit management. I am 
thinking of something more simple, 
something that has a more vital interest 
to the forty millions who are normally 
gainfully employed in these United 
States. I mean the machinery which 
gathers and guards the savings and 
working capital of our people and busi- 
nesses. 

There is no mystery in the origin of 
this demand for a better banking sys- 
tem. No other result could be expected 
from the fearful number of bank fail- 
ures of the last thirteen years, particu- 
larly the last four. I know of no esti- 
mate of the total number of people who 
have lost money or had it moved out of 
their reach by bank closings in the last 
few years. But it must reach an as- 
tounding figure. It is the natural re- 
sentment of these individuals that fur- 
nishes the impetus for proposed legisla- 
tive changes in our banking system. 


PUBLIC DEMAND FOR LEGISLATION 


Time spent in debating whether 
changes should be made would probably 
be time wasted. Conservative bankers 
may argue, with logic on their side, that 
legislation is no substitute for sound 
banking, that we need more good bank- 
ers rather than more laws. Admitting 


So that we may say that whatsoever is, is but, as it were, the seed of 


this, the average man still insists that 
there must be something wrong with a 
banking system which permits such 
wholesale failures as we have seen re- 
cently. One does not have to believe 
that failures could be eliminated entirely 
to believe that the number and fre- 
quency of them could be reduced by 
more carefully drawn legislative restric- 
tions, eliminating certain abuses. More- 
over, while it is certainly true that bet- 
ter bankers and better banking contrib- 
ute toward fewer failures, this is some- 
thing over which the average depositor 
has no influence. He has no share in 
selecting the men who manage the 
banks, nor in determining their policy. 
But he does have a certain measure of 
influence over legislation. And just 
now he is demanding that legislators 
make it more difficult for unscrupulous 
and inexperienced men to get into bank- 
ing, and more difficult for them to lose 
the funds entrusted to them if they do 
get in. 

This demand is likely, in my opinion, 
to continue for some years to come, or 
until it finds expression in legislation. 
It will take years to liquidate some of 
the investments of closed banks. It will 
take more years for those who have lost 
money by bank failures to forget that 
loss. For, as one man whose name is 
familiar in every bank in the country 
once said, “People forget, rather easily, 
the profits you failed to make for them; 
but the losses you advised them to take, 
or which resulted from your advice, stick 
in their minds a long time.” So long as 
people remember the losses they suffered 
under the present system they are likely 
to keep asking for some improvement. 
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Now it is a truism that in a demo- 
cratic government when any large group 
of people wants legislation of a certain 
type, that legislation will be passed, 
though it may take time. I need cite 
only the numerous bills for the benefit 
of ex-soldiers, as illustrations. Many 
others will immediately occur to the 
minds of thoughtful readers. 


BANKERS MUST PREPARE FOR CHANGES 


Since, therefore, it is certain that some 
legislative changes will be made in the 
banking system, it behooves those who 
will be affected by such changes to look 
the possibilities in the face and get ready 
for them. Much of the sting is removed 
from any event if one is prepared for it. 

There is the more need for this prep- 
aration, now that the Glass Bill has 
been passed and some changes are immi- 
nent. This is not to say that there is 
any particular need for hurry. -Only a 
few of the Glass Bill’s provisions—such 
as the prohibition of interest on bank de- 
posits—go into effect at once, and they 
are not momentous changes. The really 
significant changes are to be accom- 
plished over a period of months and 
years. Now what are these significant 
changes? 

The act provides, for one thing, that 
security selling shall be entirely divorced 
from commercial banking within two 
years. This is the section about which 
there has been the least dispute. There 
is general agreement that bankers, as 
well as other men, cannot be expected to 
give unbiased advice on securities to de- 
positors or correspondents when they 
are themselves security merchants. It’s 
not that they mean to be dishonest, 


“But och! mankind are unco’ weak, and 
little to be trusted, 

If self the wavering balance shake, it’s 
rarely right adjusted.” 


Many investors believe that a large 
proportion of the security losses of re- 
cent years can be traced to the confusion 
of interests which resulted from mixing 


investment and commercial banking. 
That is why they have insisted that legis- 
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lation make it impossible in the future. 

And there has been none to say them 
nay. Comparatively few of the banks 
(and these only in the larger cities) still 
have security affiliates. Many of them 
have already been disposed of, absorbed 
or liquidated, anticipating this legisla- 
tion. In the moderate-sized banks most 
of the bond departments have long since 
been discontinued, because with the 
dropping off of volume they ceased to be 
profitable. It is easy to see why this 
section encountered no effective opposi- 
tion. 


INCREASE IN BRANCH BANKING 


Some of the other provisions, how- 
ever, aroused passionate resistance. The 
law gives to national banks the same 
rights as state banks in the matter of 
branches. That is, where state-wide 
branch banking is permitted to state 
banks, national banks are accorded the 
same privilege instead of being limited 
to the home office city. Naturally state 
bankers in branch banking states did not 
greet this with enthusiasm. It means 
equalizing one of their former advan- 
tages. They were joined in their oppo- 
sition by bankers from other states who 
saw this as simply another encroachment 
of branch banking upon the unit system. 
Opposition on such grounds was well 
founded. Undoubtedly it does repre- 
sent another step toward branch bank- 
ing. 

It may be just as well to face the fact 
that sentiment has been moving gradu- 
ally toward branch banking. Opposition 
to it has not abated a whit among unit 
bankers, yet it does not stir the majority 
of people as it used to. It is steadily 
making progress despite all the active 
agitation against it. An investigation 
would probably reveal that there are at 
present a larger proportion of the bank 
funds of the country in branch systems 
than ever before in our history, and that 
branch banking systems constitute a 
larger proportion of our banking ma- 
chinery than ever before. One reason 
is that so many unit banks have passed 
out of existence through failure in re- 
cent years. 
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Before I go any further, let me say 
that I do not write this as a proponent 
of branch banking. I have seen enough 
of “big business” to have lost my respect 
for mere size. I realize that when a 
mistake is made by a big institution its 
effects are multiplied many times by its 
size. I realize that one of the most fre- 
quent mistakes of American business is 
the tendency to “do what everybody 
else is doing.” Remember how once 
everyone was convinced that we were 
in a “new era” and how, more recently, 
it was generally agreed that depression 
would last forever, growing ever deeper? 
To counteract this, I believe that the 
existence of a number of independent 
enterprises and businesses, which form 
opinions for themselves, is desirable. 


BANKS IN PAST OFTEN INDEPENDENT 
ONLY IN NAME 


The trouble is that in the past the 
independent bank has been independent 
in name and form only. It has been 


dependent for its purchases of securities 


on its city correspondent or on a bond 
house. It has been dependent for adver- 
tising and new business ideas on syndi- 
cates. It has been dependent on some 
prominent real estate man (whose pri- 
mary interest was his business not the 
bank’s) for its real estate loans. Thus 
the independent banks were carried 
along in the mass movements of the 
“new era” and its sequel just as if they 
were not independent. 

If the independent bank is to be 
worthy of its name, it must learn more 
and more to stand on its own feet. And 
it must be able and willing to meet com- 
petition openly. This means that we 
must develop a new sort of unit bank, 
of which the important feature will be 
trained and efficient management. The 
unit bankers would be well advised, in 
my opinion, to cease wasting energy in 
a rear guard attempt to check the spread 
of branch banking by legislation, and 
spend the time on the improvement of 
banking practices in their own institu- 
tions. 

I do not expect, of course, that such a 
policy will be followed. Further easing 
the legislative restrictions on branch 
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banking will probably be fought at every 
turn and by every legal device that can 
be marshalled. Nevertheless, the eco- 
nomic efficiency of branch banking is so 
great that, although its complete legal- 
ization will probably be deferred for 
years, it seems to me inevitable. 

Does that seem a dismal forecast? If 
so, remember that it is only my opinion 
and I may be wrong. But I cannot help 
thinking of the opposition which the in- 
dependent retailers put up to depart- 
ment stores when they first began to 
grow, and later to the mail order houses, 
and still later to the chain stores. Yet 
now all three are firmly established, and 
independent retailers still exist every- 
where. In the grocery trade, for ex- 
ample, where chain stores have probably 
made the greatest progress, there are 
still more than 400,000 independents. 
But they have had to improve their 
methods, modernize their stores, learn 
to display their goods attractively, con- 
trol their inventory and generally keep 
up with the times. That is the sort of 
thing that independent bankers will have 
to undertake. 

If they will do that there is no reason 
why they cannot compete with branch 
banking systems. Already we have 
striking evidence of what good manage- 
ment can do in small independent banks. 
What bank was in such strong condi- 
tion that it was able to publish a de- 
tailed list of its investments and loans in 
the midst of the recent crisis? The 
comparatively small First National Bank 
of Englewood, Ill. What banks in 
Greater New York kept open during 
the first day of the state’s moratorium, 
scorning to take advantage of the gov- 
ernor’s proclamation? The comparatively 
small Sterling National Bank and Trust 
Company and the First National Bank 
of Far Rockaway. What savings bank 
in New Jersey, during the uncertainty 
in that state, refused to take advantage 
of the ninety-day delay permitted by 
law, but invited all depositors who 
wanted their money to come and get it, 
in full, on demand, and stayed open 
extra hours to give them the opportu- 
nity? The comparatively small Howard 
Savings Institution of Newark, N. J. 
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Three of these four banks exist and 
thrive in territories where branch bank- 
ing is not only permitted but practiced 
on a large scale. Branch banking has 
not driven them out of business, and I 
do not believe there is any danger that 
it will so long as the present efficient 
management remains in control. They 
will continue to shine as examples of 
what unit banks could and should be. 


WOULD NOT MEAN EXTINCTION OF UNIT 
BANK 


In other words, the frequent assertion 
that the legalization of branch banking 
would mean the extinction of the unit 
bank simply is not true. It might mean 
the extinction of the type of unit banker 
who never should have entered banking 
—and that would be a good thing. It 
would probably mean that the unit 
bankers who would survive would be 
those who have more equipment for 
banking than the desire to be a banker. 
They would have to have, at least, sufh- 
cient capital to protect their depositors, 
and sufficient knowledge and training 
in banking to run their banks at least 
as well as the branches are run by hired 
managers. 

There is another measure in the Glass 
Bill which constitutes the first step in 
the direction of a far-reaching change 
in our banking system, one which will 
probably require years for its comple- 
tion. I refer to the machinery for the 
guaranty of deposits. I do not mean to 
discuss the advantages or disadvantages 
of deposit guaranty. It is the implica- 
tions of the proposal which interest me. 

For the guaranty is to be available 
only to members of the Federal Reserve 
System. After it goes into effect, any 
non-member wishing to participate in 
the insurance of deposits would have to 
join the Federal Reserve System. Those 
who do not join will face the danger of 
withdrawal of their deposits to be trans- 
ferred to banks where the deposits are 
guaranteed. “Clearly,” says the jour- 
nal of one state bankers’ association, 
“this means the extinction of the state 
banking systems and the unification of 
all banks under the control of the Fed- 
eral Government.” 
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This is an overstatement, but let it 
stand. It serves to throw into bold re- 
lief the trend I wish to discuss, that is 
the trend toward a unified banking sys- 
tem. This is one of the future changes 
to begin preparing for now. One of 
the admitted weaknesses of banking in 
this country is that we have had forty- 
nine different banking systems with a 
“competition in laxity” among some of 
them. 

Let me list the evils resulting from 
lack of unification: 

1. Organization of too many banks. 
Because too many banks were organized, 
we have had too many bank failures. 

2. Organization of banks with in- 
adequate capital. The magnitude of 
this mistake is evident from the bald fact 
that some 85 per cent. of our bank fail- 
ures since 1920 have been of banks with 
$100,000 capital or less. 

3. Insufficient support for the Fed- 
eral Reserve System, making it impos- 
sible for it to carry out a program of 
credit control. 

4. Inadequate examinations 
regulation in some states. 

5. Individual state bank moratoria 
in time of crisis, thereby alarming the 
country and causing runs even in states 
where banks were sound. 

Most of these have been evident for 
many years, and have long caused 
thoughtful men to consider ways and 
means of unifying the banking system. 
Events in the last two years have done 
much to convince them that unification 
is not only desirable but necessary. 


and 


SPREAD OF UNIFICATION SENTIMENT 


That sentiment now is spreading to 
the public. There is a pronounced 
swing (witness recent legislation in 
Washington) toward centralization, to- 
ward more power for the Federal Gov- 
ernment and less for the states. More- 
over, the average man cannot have 
failed to note the large number of state 
bank failures within his own sphere of 
observation. Bankers know that the 
number is larger than the number of 
national bank failures because there are 
more state banks than national banks, 
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and that the percentage of failures 
among state banks is not necessarily 
higher. But there is little chance that 
the non-banker will be brought to realize 
this. 

Nor has the depositor, at bottom, 
much interest in preserving what seem 
to him the tenuous advantages of state 
banking systems. What matters most 
is that banks shall keep his deposits 
safely, repay them when he wants them 
and finance reasonable and safe business 
ventures. Provided they do this, he 
cares little whether they hold charters 
from the state or from the Federal Gov- 
ernment. 

In view of the apparent advantage in 
favor of national banks, it will be hard 
to get support, therefore, for an oppo- 
sition to the unification of banking from 
any except state bankers. And their 
ranks have been decimated by failures. 
That is why I look for a continued 
swing in the direction of a unified bank- 
ing system. 

Now this need not constitute an un- 
mixed evil, even to state bankers. It 
does not mean that all the existing state 
banks will go out of existence. Most of 
them would simply be converted into 
banks holding charters from the Federal 
Government. Some will have to make 
what they consider sacrifices to do this. 
That is, they will have to find more 
capital, keep more reserves, give up re- 
ceiving interest on a part of reserves, 
etc. 

To make such changes means consid- 
erable trouble and perhaps some tempo- 
rary loss of profits. There will be com- 
pensation, however, in contributing to 
the common good by the establishment 
of a stronger banking system. There 
will be more tangible compensation in 
the better, and by that I mean more 
profitable, bank that they will evolve. 
The independent grocers did not like 
it either when chain competition forced 
them to improve their methods of mer- 
chandising. But most of them that have 
done so are now immensely proud of 
their improved stores. Strangely enough, 
most of them find that the new methods 
are more profitable. 

If state bankers could only be brought 


to realize that change of some kind is 
inevitable, that this may be a change for 
the better, some of the opposition to 
unification (which comes from nothing 
so much as the perfectly human instinct 
to resist any change) might be with- 
drawn. But that is, I think, too much 
to hope for. Unification will probably 
be accomplished by the patient, persist- 
ent demand of the public through its 
legal representatives, and in spite of the 
opposition of state bankers. 

There can be no objection to state 
bankers’ fighting to protect what they 
believe to be of value. This should not 
blind them, however, to the possibility 
that they may lose the contest. If they 
do, good sportsmanship calls for them 
to make the best of it. That requires 
some preparation. Now is the time to 
begin. 


CHANGES DISCUSSED IN BANKING 
CIRCLES 


There are two other changes in the 
banking machinery which are much dis- 
cussed in banking circles, but which have 
not yet found their way into any gen- 
eral legislative proposals. Nevertheless, 
they merit some attention. If they find 
their way into law, it will be because of 
the insistence of bank men rather than 
the public. 

There is a general conviction on the 
part of all the bank men I have talked 
to that there must be some physical sepa- 
ration of savings funds from commercial 
funds. It is felt—and rightly so—that 
a man’s savings deserve to be more care- 
fully handled than the surplus funds of 
a business. They mean more to him. 
The man who saves money and puts it 
in a savings account has deliberately 
avoided the risks of business. He has 
renounced the possibility of large profits 
in order to have safety and liquidity: 
For that he is content with a small re- 
turn. 

Bankers are not entirely without con- 
sciences, whatever may be the public 
conception of them. They realize and 
respect the attitude of the saver. More 
than that, they want to do something 
about it. Most of them would volun- 
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tarily surround their savings deposits 
with the necessary safeguards, were it 
not for the competition of others who 
refuse to do so and proceed to drain 
deposits from the safe bank by offering 
a higher rate of interest or other advan- 
tages. The only effective way to pro- 
tect the saver and the conscientious 
banker from this unscrupulous competi- 
tion is through legislation which will 
keep both on an equal basis. 

What form this legislation will take is 
not possible to determine while the mat- 
ter is still in the discussion stage. But 
its objective is easy to state. It will 
strive to have savings funds given a 
special status and kept separate from 
the other funds of the bank. It will try 
to assure that they will be invested 
safely, probably by the establishment of 
a list of legal investments for savings 
banks. It will try to establish rules for 
deposits and withdrawals which shall be 
mandatory on all banks. And then, to 
protect the public, it may include a 
limitation of the profits to be taken on 
savings funds, at the same time permit- 
ting the fixing, with the approval of 
Government authority, of maximum 
interest rates to be paid depositors. 


SEPARATION OF TRUSTS AND BANKING 


One other change is engaging the 
thoughtful attention of banking men. 
Viewing the damage which has been 
done to confidence in trusts by the 
inevitable linking in the mind of the 
public of bank failures and bank trust 
departments, the trust men are looking 
toward the eventual separation of the 
two. Already there are a few institu- 
tions in the United States which do a 
trust business exclusively. That the 
subject is much before the minds of 
trust men is obvious from the fact that 
Trust Companies a few months ago an- 
nounced a symposium on the separation 
of trust and banking business. The 


project was later abandoned because the 
magazine found such an irreconcilable 
conflict of views among the contribu- 
tors. 
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Such a situation is to be expected. 
Separation of trust business from bank- 
ing is by far the newest idea mentioned 
in this article. It requires some time 
for it to become familiar so that it can 
be discussed without heat and without 
fear. But that it will be increasingly in 
the minds of both trust men and bank- 
ers I have little doubt. More than one 
bank man has said to me, “There is 
really no reason why commercial bank- 
ing and trust business should be com- 
bined, and there is certainly no reason 
why every bank should have a trust de- 
partment.” 

It is hard to escape the conclusion, 
therefore, that this is another of the 
changes probable in American banking 
of the future. It is farther away than 
the others discussed in this article, but 
it is none the less a_possibility—sufh- 
ciently in prospect to be worth the 
thought of bank men at this time. 

This catalogue of probable changes 
ought not to be ended without restate- 
ment of the fact that it represents only 
the individual opinion of the writer, 
gained, however, after careful and con- 
tinuous study of the situation and talks 
with bankers and men interested in 
banking. For clarity the opinions are 
expressed with a positiveness that is not 
actually warranted. What is meant is 
that the weight of the evidence at pres- 
ent points in the direction indicated. I 
should hesitate, indeed, to appear in the 
guise of prophet, especially in the un- 
certain field of what Congress may do. 

The main object of the article is not 
to frighten or to impress. It aims, 
rather, as inferred throughout, to point 
out the probability that changes will be 
made in the banking system (whether 
they are the ones here indicated or not) 
and that the alert banker will be on the 
watch for them and adjust himself to 
them as quickly as possible. For in 
banking, as elsewhere, “Life is a process 
of continued change involving the ad- 
justment of the organism to its environ- 
ment,” and, the more successful such 
adjustment is, the more successful the 


bank is bound to be. 








The Federal Reserve System 


Has It Failed Fully to Meet the Expectations of Its Founders? 


By GerorceE A. 


swer this question in the afhirma- 

tive. This experiment, like other 
noble experiments, was brought to life 
by force of necessity and needed years 
of trial to develop its weakness or its 
strength. Previous to the passage of 
the Federal Reserve Law, the American 
banking system, as a system, had little 
to its credit. The rich man’s panic of 
1907 revealed to the public at large the 
dire need of a new deal in banking and 


G ser th indications appear to an- 
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could be carried on during the upheaval 
in banking and industry brought about 
by the declaration of war in Europe. 
Under the old system each individual 
bank was but a single unit in the bank- 
ing system, and during troublous times 
the one thought of the bank official was 
to strengthen his position regardless of 
the effect of such action. Cash was con- 
served by both the banker and the in- 
dividual. In an incredibly short time 
the floating supply of currency was de- 








“Conceived in necessity, the Federal Reserve System was born; 
the child of public demand and worshiped as the savior of the 


country’s banking system. 


Has our god deserted us? 


Many 


believe it has; others still have faith. An image built by man only 


presents to the eye the symbol of faith. 
In the tenets of the faith lies its strength. 


It means nothing in itself. 
What are these tenets? 


Are they sufficiently strong to preserve this god and keep it on a 
pedestal as the image of banking perfection?” 








currency control. The plan, originally 
known as the Aldrich Plan, from which 
developed the present Federal Reserve 
Law, was conceived by its author and, 
after many adjustments and amendments, 
was made a part of the law of the nation 
during the Wilson Administration. 


REASONS WHY THE LAW HAS NOT MET 
ALL EXPECTATIONS 


This is recent history, and while the 
‘reasons for bringing this law into being 
are generally understood and are recog- 
nized by the public, the reasons why the 
law has not fulfilled all expectations are 
not so apparent. Bankers generally will 


agree that the nation was most fortunate 
in having a law and a system of this 
character under which banking activities 





pleted to such an extent that the only 
medium of exchange left was in the 
form of checks drawn against the exist- 
ing bank balances; no cash was available, 
even for payrolls, without payment of a 
premium. 

The privilege of currency issue by 
national banks had long been exercised. 
This privilege was granted to add 
liquidity to the money supply, but like 
other experiments it failed in its purpose. 
The greed for profit (call it what you 
may) caused the bank to keep its cur- 
rency in circulation at all times to the 
full limit of the law. This floating sup- 
ply was thereby available for absoption 
and hoarding at the first hint of trouble 
and followed in the same channel as all 
outstanding currency issued and cir- 
culated by the Government. 
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The banks, as well as the individual, 
hoarded gold and there was no method 
of extracting it from either. As gold 
was withdrawn from the National Treas- 
ury, the basis for additional currency 
issue by the Government was destroyed 
and, as the banks had already issued all 
that was allowed under the law, flexibil- 
ity disappeared. Sources of new money 
were dried up and the old money was 
held in bondage; cash went to a pre- 
mium, business to the dogs. A change 
in the system which made such a condi- 
tion possible was inevitable. Conceived 
in necessity, the Federal Reserve System 
was born; the child of public demand 
and worshiped as the savior of the coun- 
try’s banking sytem. Has our god de- 
serted us? Many believe it has; others 
still have faith. An image built by man 
only presents to the eye the symbol of 
faith. It means nothing in itself. In 
the tenets of the faith lies its strength. 
What are these tenets? Are they sufh- 
ciently strong to preserve this god and 
keep it on a pedestal as the image of 
banking perfection? 


GREAT SERVICE OF THE SYSTEM 


As matters now stand this image rep- 
resents something to which the great 
body politic must look for guidance and 
hope. The Federal Reserve System 
saved the people of America from what 
would have been inevitable disaster dur- 
ing the period from the declaration of 
war in Europe to its close, and was a 
tremendous factor for good during our 
own participation. Had our banking 
system been without the support 
afforded by the Federal Reserve, and 
had our currency system lacked the 
flexibility given to it by the system, few 
banks would have been able to weather 
the storm. Cash would have disappeared 
from sight; trade and industry would 
have declined almost to a vanishing 
point. The rediscount privilege em- 
bodied in the law allowed the unit banks 
to fortify their position without calling 
upon the borrower to liquidate his ob- 
ligations. Cash could be obtained when 
required and hoarding by banks was 
not practiced extensively. Under any 
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system a certain amount of hoarding 
will go on and only supreme faith can 
prevent it. The Federal Reserve Sys- 
tem fully justified its existence during 
the great world upheaval and in the re- 
construction days that followed the close 
of the war. It carried us through the 
trying inventory panic of 1921 and into 
the unprecedented prosperity which cul- 
minated in October of 1929. The wave 
of wild business and security speculation 
and the disaster that followed cannot be 
justifiably charged to the Federal Re- 
serve banks, as constituted by the law. 
The human element and the human 
element alone is blameworthy. 


COULD NOT STEM THE TIDE OF 
SPECULATION 


The Federal Reserve was powerless 
to stem the tide, although every effort 
was put forward to that end. There 
was no power sufficiently strong in itself 
to withstand the onslaught of speculative 
sentiment which engulfed the country. 
The greed for profit was not confined to 
leaders in banking and industry. It 
came to light in all walks of life. Few 
escaped its influence, and those who did 
may have lacked either courage or op- 
portunity. 

Prosperity had furnished the ammuni- 
tion to the great army of speculators. 
Armed and equipped as they were, they 
marched into unknown territory with 
the inevitable, disastrous results. 

The retreat was precipitous; the lead- 
ers had failed to hold the line, and the 
hapless army was left groping for exist- 
ence. 

Is any one factor in our system of 
government to blame? Can the cause 
or effect be traced to the Federal Re- 
serve System? Most decidedly not. We 
have been taught another lesson as we 
were taught in 1907. If we had not 
profited by the lesson we learned then, 
we could not have weathered the war 
years. It brought us a Federal Reserve 
System based upon experiences of the 
past. The lesson of 1929 should bring 
us a Reserve System based upon our new 
experiences. Few laws have ever been 
passed which provide for every con- 
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tingency or are free of loopholes through 
which evasion is possible. 


NOT A UNIVERSAL REMEDY 


That the Federal Reserve Law at the 
time of its passage did not provide a 
method by which all banking ills could 
be cured is not strange. New diseases 
have developed since then and new cures 
should be provided. What is not fore- 
seen is hard to prevent. Let us 
strengthen the tenets of our faith and 
reconstruct its image. It is not yet time 
to cast aside our allegiance. No proof 
is yet presented the jury of public opin- 
ion which would warrant a verdict of 
guilty against the Federal Reserve Sys- 
tem, the defendant. The claimants’ 
case may be fairly strong but fails from 
lack of substantial evidence. 

The Congress is now called upon to 
pass such laws as may be deemed neces- 
sary to prevent a repetition of the 
debacle of unit bank failures and the 
tremendous monetary losses entailed. 
From under the “new deal” policy of 
the Administration some real construc- 
tive measure will emerge, bringing re- 
newed hope and faith to a sorely tried 
citizenship. 

Modern civilization is unfortunately 
too much influenced by money and 
money considerations, but, so long as 
this civilization (and we wonder some- 
times whether it really is civilization) 
endures, some adequate provision must 
be found to protect that influence. 

The natural protective agency is the 
Government, and the people will con- 
tinue to look to its representatives in the 
Congress to provide this protection. 

The medium through which this can 
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best be accomplished is the Federal Re- 
serve System, backed by comprehensive 
and forceful laws. 

Confidence in the American banking 
systems must be restored. Without it, 
returning prosperity will travel a long, 
winding and rocky road, with the des- 
tination uncertain. The system, as a 
whole, must be purged of practices al- 
ready proved to be detrimental to the 
public interest. Control must be most 
clearly defined and consolidated. Classi- 
fication of money deposited and used 
day by day in commercial transactions 
and the funds of the great mass of sav- 
ings depositors is imperative. National 
and state banks doing a commercial busi- 
ness and operating under the liberal laws 
governing investments of such funds 
must be restricted and controlled in the 
handling of the savings of the people 
intrusted to the care of such banks. 
Confidence in our banking system will 
not be restored until the millions who 
have placed their savings in the national 
banks and trust companies or state banks 
can be assured that their savings are 
safe beyond peradventure. 

The Federal Reserve System is funda- 
mentally sound. While it may not have 
fully met the expectations of its found- 
ers, it has demonstrated what can be 
done with the tools at hand. Given new 
tools and capable workmen, it can and 
will meet their expectations. 

The new Administration faced an un- 
precedented crisis with courage and in- 
telligent action. We have faith in our 
President and his advisers and in a 
Congress that has already demonstrated 
its desire to adjust our laws or add to 
them the measures necessary to meet 
the issue. 





Familiarizing the Client with Your 


Bank 


The Importance of Educating Bank Customers in a Knowledge of 
What Their Banks Can Do for Them 


By Frank M. ToTTon 
Second Vice-President, The Chase National Bank, New York 


men and women do not feature 

our all-around banking services so 
actively and so effectively as we should 
is because many of us are not actually 
so well acquainted with the workings of 
our own bank as we should be. And, 
to paraphrase a bit, if the proper study 
of mankind is man, so the proper study 
of banking is the bank; and where is 


Prnena one reason why we bank 


new business or how to add new deposi- 
tors to our clientele, but rather how to 
bring to the attention of all depositors— 
new and old—some of the ways in which 
the bank may further serve them. By 
and iarge, our banks are small, and un- 
doubtedly in the last three or four years 
the personnel of most of them has been 
reduced considerably in economy moves 
of various kinds, so that an increasingly 








“Once upon a time a bank’s addressograph machine jammed 


and automatically released itself without being noticed after ad- 
dressing several hundred envelopes to the same name. Enclosures 
were made and mailing completed. Next morning a gentleman 
in the suburbs was startled by a dull thud as the postman deposited 
a full mail bag on his porch. I leave to your imagination the 





happy breakfast scene with the morning mail.” 








there a better place to begin than right 
in our own shop? All of which brings 
us right back to the proper springboard 
for our take-off which is the American 
Institute of Banking. Now, 
while no one claims that a key or a cer- 
tificate is the pass-key or open sesame to 
success, still the possession of them 
shows, to my mind, an eagerness to 
learn, a desire to meet the increasing re- 
sponsibilities of tomorrow and a realiza- 
tion of the fact that the only way we 
can properly serve our clients and our 
community is to know—actually know— 
thoroughly and well, from the ground 
up, the theory and practice of banking. 
Our subject today is not how to secure 
From a recent address. 
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greater operating burden has_ been 
thrown on those of us who are left. 
Under these conditions it is only natural 
that a clerk or a teller or an officer often 
feels himself crowded and pressed and 
hurried in the whirl of the day’s routine. 
He tries to wait on the customers as 
quickly and as expeditiously as he can 
in a manner consistent with customary 
courtesy. However, a line of people 
waiting more or less impatiently their 
turn to see him keeps him on edge and 
perforce reduces his conversation to the 
minimum. Under these circumstances, 
therefore, the banker’s one thought is 
“to keep the line moving” and to take 
care of them all without undue delay. 
Little wonder then that he often misses 
a golden opportunity to tell his customer 
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something about a letter of credit or 
travelers checks for his trip abroad or 
to ask him if he has considered the 
drawing of a will or the establishment 
of a trust for his children. These and 
other services often are not even men- 
tioned, for what appears to be a valid 
excuse—lack of time during banking 
hours. 


WHY PEOPLE SEEK A BANK 


The chief motive that leads most 
people to seek a bank and to cross its 
threshold is the desire to deposit money, 
to open an account, either checking or 
savings. When signature cards have 
been signed and the initial deposit made, 
most customers, and indeed, I must ad- 
mit, even some bankers, are of the opin- 
ion that it is all over, that there is noth- 
ing more to be done, that the customer 
now has his account on the books of the 
bank and represents one more name in 
the growing list of depositors. But in- 
stead of the end, this should represent 
but the beginning of a wider relation- 
ship that should be long-enduring and 
mutually satisfactory and profitable to 
the depositor and to the bank. The de- 
positor’s education—that is, his banking 
education—should begin from that point 
on. But how is he to be “educated” in 
the functions of a bank when the officers 
and tellers, as we have already seen, are 
so engrossed in their manifold operating 
problems that they are kept on the jump 
from counter to desk to telephone all 
day long? 

Well, modern pedagogy seems re- 
cently to have established the truth of 
the fact that visual education is one of 
the most satisfactory methods of ap- 
proach, as the eye is a more trustworthy 
and retentive organ than the ear. Great 
strides have been made of late, I am 
told, in this comparatively new field of 
visual education. How often we have 
heard one person say to another, “I re- 
member your face but I cannot recall 
your name”? This would seem to be 
but another indication of the compara- 
tive merits of eye as against ear. 

So, many banks, unable to reach or 
“sell” their depositors within the bank, 


have, with considerable success, edu- 
cated them outside the bank through a 
system of what is, in reality, visual edu- 
cation. 

Leaflets, cards and folders featuring 
singly or in series the services of the 
various departments have been used to 
good advantage. These can be placed 
conveniently on the tables or counters 
in the lobby where they are accessible to 
all those interested. However, this plan 
is only “hit or miss” at best in that it 
places the initiative upon the prospect, 
and often he does not even read the 
message but uses the leaflet or card as 
scratch paper for some memorandum. 
Thus wastage may be high and results 
negligible. 

Experience, therefore, seems to prove 
that best results can be obtained from 
printed matter of this kind which is built 
around and sent directly to a carefully 
selected mailing list. Of course, this 
costs money and the results obtained 
oftentimes are hard to estimate, as there 
is no accurate way of “keying” the re- 
sponse. At any rate, by building the 
list around your stockholders, directors, 
depositors and good prospects, you are 
reasonably certain that your ammunition 
is not being wasted, and, by having 
Uncle Sam, in the person of the letter 
carrier, deliver it personally to the home 
of the addressee, you insure physical 
delivery and an entrance to his home at 
a time when his mind is not distracted 
and confused by the demands of his 
place of business. 


INCREASING BUSINESS 


As a general rule people are induced 
to increase their banking business as a 
result of two influences. One is when 
opportunities or changes in their busi- 
ness or personal financial lives make it 
imperative for them to do so; another is 
when they are clearly shown that it is 
to their advantage to do so. In obtain- 
ing that business resulting from the first 
influence, the bank which is forewarned 
has a long head start over competitors. 
The other type of business necessarily 
results only from an intimate knowledge 
of the prospect’s needs. Most important 
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sources for such business are, of course, 
present customers of the various divi- 
sions of your bank. To realize it, how- 
ever, your first job is to know your cus- 
tomers and your second to have them 
know you—not so much through a gen- 
eral knowledge of your facilities as 
through a specific knowledge of a par- 
ticular service of personal interest and 
value at the time. This may be simple 
to accomplish when dealing with a hand- 
ful of customers but not when many 
hundreds or thousands are concerned. 
To be in a position to individualize 
hundreds or thousands of customers and 
personalize your service for quick ap- 
plication to them individually or by 
groups requires a smooth-running sys- 
tem under constant operation. The im- 
portance of a continuous review and 
classification of present customer rela- 
tionships as a source of additional busi- 
ness can best be emphasized by consider- 
ing the fact that these same customers 
are your competitors’ prospects. Many 
a bank officer has been chagrined to hear 
a customer say, “Why, I didn’t know 
you had a trust department, or sold let- 
ters of credit, or provided some other 
service.” 

In brief, the organization required to 
perfect a system for customer analysis, 
classification, selective education and 
solicitation is as follows: (The divisions 
outlined are functional. In actual op- 
eration they may be grouped for direc- 
tion and control depending upon scope 
of work involved for any one bank.) 

1. A central information file con- 
taining a complete index of all account 
relationships with various divisions of 
the bank. 

2. A customer analysis or customer 
business development division. This 
division keeps all accounts under review 
—watches all balances; watches credit 
ratings and trend of business if. a_com- 
mercial account; analyzes all accounts to 
determine logical approach ‘fet-Gellateral 
business; reports findings to proper’ par* 
ties and divisions with suggestions as ‘to 
personal calls, types of solicitation, etc.; 
prepares lists for solicitation by mail in 
interests of various departments; records 
results and progress of solicitation. 


3. A direct-by-mail division charged 
with maintenance of customer and other 
prospect lists under desired classifica’ 
tions in such form as to permit rapid 
circularization of special groups by mail. 
Progress of mail campaigns is recorded, 
names are reported for personal follow- 
up when prospect evinces interest in 
particular service, closed business is 
noted. 

4. An advertising division charged 
with preparation and production of pro- 
motional material covering all service 
units. 

With such an internal organization 
smoothly functioning a bank is able to 
personalize its service to thousands of 
customers. Instead of blindly shooting 
out wasteful barrages of advertising 
matter of unknown application and al- 
lowing undirected calls, it carefully aims 
at hand picked groups specialized edu- 
cational and promotional campaigns of 
known application. Calls on customers 
are controlled and suggested for definite 
purposes. Paradoxically perhaps, it is 
from such machinelike methods that the 
customer is made to feel that, in the 
eyes of his bank, he is an individual re- 
ceiving personal attention. The letters 
and literature received from his bank 
stress financial facilities of convenience 
or value to a man in his position. His 
time is not wasted. When his bank’s 
representative calls upon him, he is of- 
fered useful information, timely counsel 
or suggestions that disclose a knowledge 
of his affairs. It is only by making it 
your business first to become familiar 
with a customer that you can hope to 
make the customer familiar with your 
bank and establish a mutually profitable 
relationship. 


APPLICATION OF THE PROGRAM 


Let me give a few illustrations of the 
part played in this program by the cus- 
tomer analysis division. As the accounts 
pass in review the following findings 
and recommendations may be made: 

(a) Jones and Co.’s balances show 
unusual increases. Investigation dis- 
closes new working capital for purpose 
of opening up foreign markets. Foreign 
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department is advised and is first to offer 
needed facilities. 

(b) Smith and Son’s balances show 
large unexplained withdrawals. A call 
is suggested—a misunderstanding dis- 
covered and ironed out and the business 
successfully retained. 

(c) Thomas & Thomas, a former part- 
nership of important interests, is incor- 
porating and floating a capital stock 
issue. Solicitation by corporate trust 
department is suggested. 

(d) All accounts are being scrutinized 
to determine individual prospects for 
personal trust service. Names are turned 
over to direct-by-mail department for 
cultivation. 

(e) Accounts located near banking 
ofices providing vault facilities are listed 
and placed on mailing list of safe de- 
posit box prospects. 

These instances are sufficient to indi- 
cate the many ‘possibilities of such a 
continuous survey and analysis of cus- 
tomer relationships. 

The functions of the direct-by-mail 
division are more or less obvious and to 
a large extent mechanical once the 
framework of the system has been set 
up. It is for this very reason that its 
work, cannot be dismissed without a 
word of warning. When dealing with 
hundreds or thousands of names, with 
the constant classifying and correcting 
of lists and with multiple mailings to 
various group selections, the opportuni- 
ties for error are enormous. A careless 
mistake of enclosure, a stupid misspell- 
ing or incorrect title will lead to most 
embarrassing situations and defeat the 
very purpose of the entire system, which 
is, of course, personal contact and in- 
telligent consideration of individual cus- 
tomers’ needs. The personnel of this 
division must be impressed with the im- 
portance of their work and the necessity 
for ceaseless vigilance. Much depends 
upon the type of individual in charge. 

To show you what can happen when 
attention to detail is relaxed for one mo- 
ment in this work, let me relate one or 
two actual results of careless handling 
of customer mailings. And, believe it 
or not, they did not happen in our or- 
ganization. 
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Once upon a time a bank’s addresso- 
graph machine jammed and automati- 
cally released itself without being no- 
ticed after addressing several hundred 
envelopes to the same name. Enclosures 
were made and mailing completed. Next 
morning a gentleman in the suburbs was 
startled by a dull thud as the postman 
deposited a full mail bag on his porch. 
I leave to your imagination the happy 
breakfast scene with the morning mail. 

Another bank prided itself on the in- 
timate information collected and tabu- 
lated on its customer prospect file cards. 
For example, one card read at the top— 
“Mrs. Mary Jones Smith (divorced wife 
of P. E. Smith—Company account).” 
And so she was addressed on an en- 
velope bearing the bank’s new folder 
entitled “Free from Care.” Mrs. Mary 
Jones Smith, etc., came down and di- 
vorced the bank on the following day. 

A third bank once decided to circu- 
larize its women customers on the ad- 
vantages of protecting children through 
trusts. It was an excellent idea—the 
only drawback being the fact that a 
large percentage of the recipients of the 
messages were correctly addressed as 
“Miss.” Some of the elder spinster cus- 
tomers considered the bank was a bit too 
solicitous in their behalf. 


EFFECTIVE PRINTED MATTER 


As personal contact is necessary to 
the closing of practically every sale, the 
purpose of these selective mailing cam- 
paigns of predetermined application is 
to advance customers’ interest to a point 
where solicitors can close with as few 


interviews as possible. This applies, of 
course, to the bank’s major services or 
facilities such as personal trusts. Sec- 
ondary services, such as safe deposit 
boxes or letters of credit, can be efh- 
ciently sold to customers through mail 
campaigns alone. In this work the cur- 
rent progress file mentioned before is of 
inestimable value. With it you can trace 
the\origin and Yevelopment of all busi- 
ne8s received and check the relative 
merits of every type of solicitation, every 
letter, every booklet. In this way a 
valuable library of successful promo- 
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tional pieces can be formed for constant 
use: 

Experience has proved that the most 
effective type of bank printed matter 
for introductory mailings is a simple 
short exposition of the service offered 
with perhaps the application of one or 
two important features dramatized. 
This, coupled with a coupon or return 
card inviting requests for additional in- 
formation, quickly breaks down a list, 
permitting efficient concentration with 
minimum waste. To those requesting 
additional information your more expen- 
sive literature, completely developing 
the subject, is assured an interested audi- 
ence. A further response from this 
smaller group definitely indicates recep- 
tiveness to a personal call. This method 
of increasing the effectiveness of cus- 
tomer mailings strikingly proved itself 
in a recent campaign conducted by my 
bank. To a large list of some 12,000 
customers, hand picked as possible trust 
prospects, a short letter was sent offer- 
ing suggestions for revising estate plans 


in line with present financial conditions. 
A 10 per cent. response resulted. When 
you consider that a 2 to 3 per cent. re- 
sponse is a very fair return under aver- 


age circumstances, the value of the 
preliminary customer analysis is appar- 
ent. 

While I have purposely emphasized 
the advantages of a controlled system of 
selective customer education, I do not 
mean to exclude entirely the place of a 
general program in making customers 
familiar with their banks. Such a pro- 
gram, however, should be largely insti- 
tutional and serve as a background for 
the offerings of specific service. Printed 
material for general circularization of 
customers should be 100 per cent. insti- 
tutional or of the broadest possible ap- 
peal and application. To illustrate with 
the obvious—Mrs. Thompson, a wealthy 
widow, may be one of your best check- 
ing account customers, but you would 
hardly think it necessary to send her an 
outline of your corporate trust facilities 
that she might become more familiar 
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with your bank. Nevertheless, Mrs. 
Thompson may remove her account, par- 
ticularly in these times, if you have not 
successfully created in her mind an im- 
pression, however vague, of the general 
financial strength and responsibility of 
your institution. 


OPPORTUNITIES OF THE PRESENT 


Right now in this period of recon- 
struction I believe a strong background 
of institutional talks to customers essen- 
tial. The general public’s faith in our 
financial system has been rudely shaken. 
But certainly one thing the “bank holi- 
day” proved, if nothing else, is the ab- 
solute necessity of banking facilities to 
the normal functioning of our everyday 
social and economic life. This is an ad- 
vantage. Capitalize it. With an 
awakened, even though critical, interest 
in banking and banking topics, your 
messages to customers are assured an un- 
precedented attentive consideration. 
After restoring or strengthening your 
institutional position, translate your serv- 
ices to them in terms of application to 
their individual, personal and business 
financial needs. Through a system simi- 
lar in purpose to the one I have out- 
lined, make it your business first to be- 
come familiar with your customers be- 
fore attempting to make them familiar 
with you. Mutually profitable relation- 
ships will result. 


—— 


A woman who did not understand the 
language of business, went into the Bank 
of England and asked to consult some 
one about her war loan holdings. The 
clerk to whom she was talking happened 
to be rather a grave person. He in- 
quired: 

“Is it a case of conversion or redemp- 
tion, madam?” 

“Conversion, redemption?” faltered 
the woman. “Er, pardon me, is this the 
Bank of England or the Church of Eng- 
land?”—Wall Street Journal. 











Personal Trust Investments 
From the Administrative Standpoint 


By CUTHBERT LEE 


Former Trust Supervisor, Guaranty Trust Company of New York 


ELL drawn trust agreements 
provide definitely where au- 
thority over investments rests, 


and its limitations. There are four 
classic cases. The most usual agreement 
gives the trustee sole authority and re- 
sponsibility to retain the original invest- 
ments, to sell them or subsequent invest- 
ments and to change investments, invest 
and re-invest the fund, in its sole dis- 
cretion. Under such an agreement the 
trustee is the only person‘or organization 
able to act regarding the selection, sale 
or purchase of securities or other invest- 
ments. Such a trust is commonly called 
a sole responsibility trust. 

It is difficult if not impossible to es- 
cape this responsibility. Because the 
most competent trustee in the world 
cannot know what the outcome of a 
given investment will be, it is only 
natural that fiduciaries have often sought 
to place some of their responsibility on 
others. Sometimes they have asked the 
court to instruct them in advance how 
long to hold an investment. The reply 
in one case was: ~ 
expressly disclaims any ability as a for- 
tune teller. This is:a question 
of business judgment for the fiduciary, 
for the determination of which it is 
paid and which it, alone, must decide.” 
Trustees have often obtained the sanc- 
tion of interested parties, and have sub- 
sequently been surcharged, even when 
the complaint was brought by the party 
who had given written approval. The 
burden would be intolerable were it not 
for the well-established rule that the 
trustee is not required to be omniscient 
but only to act in the same manner as 
a prudent man in the conduct of his own 
like affairs. This rule is liberally inter- 


preted and furnishes the trustee solid 
protection against any undue risk. 
The only variation of the sole respon- 
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sibility trust is caused by an occasional 
provision that the trustee shall consult 
the grantor or beneficiary or other party 
as a matter of courtesy. This arrange- 
ment does not give any authority or re- 
sponsibility to the person consulted, and 
does not take away any authority from 
the trustee nor relieve it of any respon- 
sibility. It serves solely as a means for 
bringing about complete agreement be- 
tween the consulted party and the trus- 
tee by making the former cognizant of 
the trustee’s plans and by giving him an 
opportunity to express his choice be- 
tween suggested investments equally 
favored by the trustee. It is important 
that the trustee, when commencing to 
refer its suggested sales and invest- 
ments to such a person, make clear the 
fact that consultation is a matter of cour- 
tesy only, and that the final decision 
rests with the trustee. 

The trustee also must understand that 
approval of a sale or investment by the 
person consulted will have little or no 
value as a defense of the trustee’s action 
if later criticized by a court, and that 
the most insistent objection by such per- 
son will not serve as a valid excuse to 
the trustee for failure to take an action 


which it is later judged it should have 
taken. 


DIRECTION TRUST 


The second type of agreement is that 
creating what is commonly known as a 
direction trust, the exact opposite of the 
sole responsibility trust. Here an indi- 
vidual, usually the grantor but some- 
times a relative, banker, broker or other 
person not a party to the trust, has com- 
plete direction of all purchases and sales 
of principal assets, and the trustee 
leaves the management of investments to 
him and executes the orders necessary to 
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fulfill his directions. The trust agree- 
ment commonly provides that in acting 
on such instructions the trustee shall in- 
cur no responsibility or liability for any 
loss resulting from action or omission. 
Too much reliance should not be placed 
by the trustee on this protection, be- 
cause it is the trustee which holds the 
assets and which effects any sale of them 
or makes any purchase with money in 
its hands, and it may possibly be held 
liable if the sales were evidently unwise, 
unnecessary or for plainly inadequate 
return, or if purchases were of specula- 
tive rather than of investment character. 

The trustee must therefore exercise its 
judgment as to what degree of scrutiny 
to give to the transactions, and as to 
when it should refuse to act. In fact, 
no matter what the type of trust nor 
whether there is outside investment re- 
sponsibility, a trustee can ill afford to 
maintain an attitude of complete indif- 
ference to the investment of any fund 
in its hands. It should study the hold- 


ings and present ts findings to the per- 


son directing investments, pointing out 
any securities which in its opinion should 
be sold and recommending changes and 
purchases to strengthen the list, even if 
its suggestions may be rejected. 

The third type is the consent trust, in 
which the trustee has the primary re- 
sponsibility of selecting investments to 
be bought or sold, but may not act until 
its selections have been submitted to a 
designated person and the trustee has 
received his consent to its proposed ac- 
tion. In order to prevent the trustee’s 
hands being tied in crucial moments by 
vacillation or absence on the part of the 
consenting party, there is ordinarily a 
provision in the trust agreement for ac- 
tion by the trustee without consent, if 
its recommendations remain unanswered 
at the end of a specified number of days. 

The trustee is definitely charged with 
the initiative in constant review of the 
assets and determination of the action 
which should be taken, but must obtain 
approval of its plans. The power of 
consent does not give its recipient the 
right to step in and take over the man- 
agement of the portfolio, nor the right to 
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instruct the trustee to buy or sell. The 
trustee will always consider the sugges- 
tions of such person, but retains the right 
of refusing to act on them; in fact, there- 
fore, there must be agreement between 
the two parties on a course of action, 
and in practice this agreement is usually 
reached, if not on the first recommenda- 
tion, then on a subsequent revision. 

In the rare case of a serious disagree- 
ment as to investment policy the trustee 
or the person with right of consent had 
best resign. In case of disagreement on 
a given security or transaction, the ques- 
tion can be referred to the court, which 
usually will decide. If trouble later 
arises and the trustee has not referred 
the disputed matter to the court, the 
judge is apt to cite that fact against the 
trustee. 


TRUST RESTRICTED TO LEGALS 


In the three cases above unabridged 
authority over investments rests with 
either the trustee or another party or is 
divided between them. The fourth type 
may be in any one of the first three 
forms, but with the distinguishing fea- 
ture that the agreement limits the exer- 
cise of selection to categories of invest- 
ments which it prescribes, or to the cate- 
gory of “legals,” namely investments 
permitted by law to trustees. A varia- 
tion of this fourth type is the trust un- 
der an agreement which does not specify 
categories of investments nor confer dis- 
cretion as to choice of categories. In 
such a trust also the investments are by 
law restricted to legals. 

When investments must be legals the 
first question to decide is what list of 
legals applies, namely what jurisdiction 
governs. States differ as to which in- 
vestments they have designated as legal 
for trustees. Jurisdiction as to invest- 
ments does not differ from jurisdiction 
as to other points in the administration 
of the trust, and is determined as dis- 
cussed in an earlier article on “The 
Trust Agreement.” A _ possible excep- 
tion might be the unusual agreement 
which, though subject to the jurisdiction 
of a given state, might specify, as a mat- 
ter of description rather than jurisdiction 











as such, that investments were to be 
limited to those approved for trust in- 
vestment by the laws of a different 
named state. 

Some trustees have shown a belief 
that if a legal investment is required and 
if they have chosen a legal investment, 
they have correctly performed their 
duty. Recently one of the large New 
York institutions was surcharged 60 per 
cent. of the original principal amount 
of a trust for acting on this theory. Any 
one of several things may be wrong with 
a given legal as an investment for a cer- 
tain trust. In short, the trustee required 
to select an investment from among the 
numerous offerings in the categories 
legal for trustee must use its utmost 
ability in making its selection, just as it 
must do where’ the limitation to legals 
does not exist. 

Participations 


in bond and mortgage 
are included in 


New York legals, and 
the device has been exceedingly con- 
venient. When the corporate fiduciary 
obtained whole mortgages and divided 
them into portions of any required size 
by creating its own certificates of par- 
ticipation as needed for any trust of 
which it was trustee, the resultant flexi- 
bility permitted a trust of any size no 
matter how small to have an investment 
in such bond and mortgage, and offered 
a ready investment for those odd 
amounts of principal which would not fit 
the unit price of a certain number of 
shares or bonds. 

The flexibility of participations in 
good times consists in the practice of 
considering them liquidable in any trust 
at pleasure. For this reason no atten- 
tion has been paid by many trustees to 
their maturity date as found in the par- 
ent bond and mortgage of which they 
are parts. This is a fatal error where 
maturity counts. The surcharge re- 
ferred to above was imposed because the 
trust in question was to terminate on a 
fixed date known from the outset of the 
trust, and the trustee invested funds at 
various times in participations maturing 
several years after that date. Similar 
investments probably exist in hundreds 
of trusts today, and if the beneficiary 
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makes no objection no difficulty will 
probably arise. The case above indicates 
the care which is necessary lest an ob- 
jection should arise, not only in regard 
to participations but presumably also 
when the trustee invests in a whole 
mortgage or any investment without a 
ready market, to provide for a cash ma: 
turity on or before a known termination 
date of the trust. 


PROMISSORY NOTE 


The trustee is apt to be requested as 
trustee to loan money to the grantor or 
to someone designated by him. A loan 
out of the trust funds constitutes an in- 
vestment of that amount of the prin- 
cipal in a promissory note, a type of in- 
vestment which a trustee would rarely 
make as its own selection. If the agree- 
ment is one which gives another person 
direction over investments, the trustee 
may make a loan at his direction if it 
feels that such a loan is consonant with 
reasonable prudence. The degree of re- 
sponsibility on the trustee is the same as 
rests upon it when it makes any invest- 
ment under direction of another, as in’ 
dicated in the discussion of directed in- 
vestments above. 

The trustee may also be obliged to 
loan trust funds when, for example, the 
agreement provides that money is to be 
furnished in this manner to the execu- 
tors of the estate of the grantor to cover 
estate and inheritance taxes. In addi- 
tion many trusts contain as part of the 
original securities promissory notes which 
the agreement obliges the trustee to re- 
tain. The.trustee in all cases should be 
careful not to vary except indubitably 
for the better any conditions stipulated 
in the agreement, or agreed to or un- 
mentioned by the grantor or other per- 
son directing the investment. The loan 
as made, with the type and date of 
note, rate of interest, maturity date and 
dates of interest payments, and the re- 
ceived collateral, constitutes one invest- 
ment; the same loan with changes in any 
condition constitutes a different invest- 
ment. The trustee must be sure that 
the investment which it makes is the one 
directed, and must have unmistakable 
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written authority making this fact clear. 

It not infrequently happens that a cor- 
poration shares of whose stock are held 
by the trustee merges with another con- 
cern to form a third corporation with a 
new name. Every such case must be 
examined on its merits, and counsel 
should be consulted as to the retention 
or sale of the new stock. In general in 
a trust under an agreement authorizing 
the trustee to participate in mergers and 
to accept and retain the resulting se- 
curities whether or not they are legals, 
the trustee may hold the new stock. 
Likewise, if the agreement authorizes in- 
vestment in non-legals, the trustee may 
retain the new stock. Where neither of 
these provisions exists, the change in the 
securities is probably to be considered 
sufficient so that the trustee is authorized 
to sell them and in some cases must do 
so. Finally, in a trust under an agree- 
ment requiring the trustee to hold the 
original stock, the question as to whether 
the trustee may or may not sell the new 
stock is a border-line one presenting 


considerable doubt and should certainly 
be submitted to counsel and may have 
to be referred to the court. 


DEPOSITED FUNDS 


Time was when an individual trustee 
who deposited trust money in a bank 
was held by the courts to be negligent; 
the courts have reversed themselves and 
now hold him to be prudent. We refer 
here to assets properly held in cash, such 
as principal when there has not been 
reasonable time to invest it or it is to be 
distributed, etc. The corporate trustee 
deposits such funds with itself, and the 
funds are regarded as segregated from 
its general funds and under the special 
protection from general creditors ex- 
tended to its trust securities, or if de- 
posited with its banking department are 
obliged to be secured by United States 
Government bonds to the extent of 100 
per cent. 

This is an advantage to the interested 
parties of a trust which the author has 
never seen mentioned as a reason for 
preferring a corporate fiduciary to an 
individual trustee. When an individual 
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trustee deposits trust money in his own 
name or in his name as trustee, in a 
banking institution, that money is a gen- 
eral deposit and subject to no special 
protection in case of the institution’s 
failure. 

The same risk is taken by a corporate 
trustee which deposits trust funds with 
another institution. Because, no doubt, 
this fact has never been explained to 
them, there are some grantors who stip- 
ulate that the trust cash be deposited by 
the trustee in another bank. Such a re- 
quest made outside the agreement should 
be refused, as it means the taking by the 
trustee of an avoidable and needless 
risk. If the stipulation is in the agree- 
ment, the trust is usually accepted with 
the stipulation, and if accepted the con- 
dition is complied with. 

When the agreement provides that 
cash shall be deposited in the savings de- 
partment of a bank or trust company, 
or permits or specifies the savings depart- 
ment of the institution which is trustee, 
if the trustee so deposits the funds in an 
outside bank’s or its own savings de- 
partment, it should realize that the sit- 
uation is only slightly better than if it 
made the deposit in the general banking 
department of an outside bank. It is 
better only in so far as the whole body 
of savings department deposits are bet- 
ter secured and are preferred to general 
deposits; the trustee’s deposit, however, 
does not rank ahead of ordinary in- 
dividuals’ deposits. It has been held 
that when a _ banking institution as 
trustee deposits trust money in the sav- 
ings department of its own institution, 
and becomes insolvent, such trust funds 
are not entitled to priority of payment 
on liquidation. For this reason, where 
there is no compelling provision in the 
agreement, the trustee should obviously 
not place trust funds in its savings de- 
partment, just as it should not place 
them in an outside bank. 

It is a fine point, which we do not at- 
tempt to solve in the absence of knowl- 
edge of the exact terms of a given agree- 
ment, whether securities added to the 
trust are governed by an existing pro’ 
vision that original securities may of 
must be held. It is, however, clear that, 
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when cash is added, its investment is to 
be handled in the way provided for 
making any new investment of the trust 
funds. It is also certain that the person 
adding cannot stipulate how the money 
must be invested, except to the degree 
that the agreement gives him investment 
authority. 

To encourage increase of the trust 
through additions by persons beside the 
grantor, such as a beneficiary who is a 
future remainderman, or a wife who has 
children who will receive the principal, 
the author suggests the inclusion of a 
new provision which he has never seen 
employed. This would give any person 
other than the grantor who adds prop- 
erty to the trust the right to stipulate 
investment terms covering that prop- 
erty. This would permit a situation 


where the policy covering the main part 
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of the trust was fixed in any of the usual 
forms and a certain amount of flexbility 
was afforded as to the added principal. 

In a good many trusts operating on 
the whole successfully and smoothly, 
with no criticism of the trustee, there is 
some dissatisfaction on the part of in- 
terested parties, after the grantor has 
died, with the investment provisions 
which the agreement laid down. This 
prevents the parties from making addi- 
tions when they otherwise would like to 
increase the trust. The suggested pro- 
vision would offer a beneficiary or other 
interested party, as to his contribution, 
that exercise of power so pleasing to 
many human beings, and the opportunity 
to do something toward correcting the 
policy he disapproves; the result would 
be greater satisfaction with the trust, 
and an increase of business in force. 


Bankers and the N. I. R. A. 


UST how the new blanket code will 

affect bank employes is a question 

that has been troubling the brains of 

bankers all over the country since 
President Roosevelt issued his appeal to 
employers to subscribe to the emergency 
code. A large number of bank employes 
because of their executive or managerial 
positions do not come within the scope 
of the code at all, and it is felt that it 
will be difficult to restrict the work of 
others engaged in trust business, invest- 
ment problems or contacts with custom- 
ers into a rigid forty-hour week. 

Banks in many sections have sent in- 
quiries to their clearing-houses, and a 
subcommittee of the New York Clearing- 
House Association, under the chairman- 
ship of Fred A. Thomas, has been en- 
gaged in a study of the National Indus- 


trial Recovery Act. Previous to the 
publication of the code bankers had ex- 
pected that, because of the patently 
favorable working conditions enjoyed by 
bank employes and the peculiar nature 
of their duties, the code would not apply 
to them, and had pointed out that long 
hours during periods of stress are com- 
pensated for by lighter work at other 
times. 

At the time this is written the gen- 
eral expectation is that a way out of the 
difficulty will be found by dividing bank 
employes into two classes: one, composed 
of clerks, office boys, stenographers, 
guards and others in similar positions, to 
come under the code; the other, made up 
of officers and employes of a semi- 
executive character, to be exempted 
from its rules. 
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Some Suggestions for Safer Banking in the Future 


By ALDEN ANDERSON 
President, The Capital National Bank, Sacramento, Cal. 


are necessary to the carrying on of 

business and, in these days of quick 
transportation and communication and 
the large and varied exchange of com- 
modities, more absolutely so than ever 
before. Therefore, everyone, whether 
he deals directly with the banks or 
not, is vitally interested in them and 
naturally desires only safe and sound 
as well as serviceable ones to be al- 
lowed to serve him. 

That is the reason we have laws 
governing bank organization and man- 
agement together with superintendence, 
examinations, published reports of con- 
dition, etc. All to the end that the 
public may have the best possible pro- 
tection of safeness and soundness. 

We are proud, and justly so, of the 
world leadership of our country in most 
lines of human endeavor; transporta- 
tion, agriculture, invention and what 
not; but when it comes to banking we 
cannot exult. The history of banking 
and currency in this country from the 
time of the colonies to the present 
time is most interesting and sometimes 
even amazing. We have gone through 
every vicissitude and scheme and ex- 
periment possible, and from it all we 
have evolved only the Federal Reserve 
System that we can justly claim equal 
or superior to a similarly functioning 
bank of any other country. 


| ste ne all will agree that banks 


LACK OF BANK UNITY 


Why have we lagged behind in our 
general banking situation? First, we 
have independent banking laws in each 
of the forty-eight states. If all states 
had as good laws and enforcement as 
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California, for instance, it would not 
be so bad, but California is one of the 
very best, and some states have little 
more than the name of bank law and 
regulation. This diversity of banking 
laws and practice we have always had 
with us. 

Then our people have been led to 
believe, mostly from the political angle, 
that concentrated power with money 
was dangerous to the rights and liber- 
ties of the people. The first United 
States Bank was legislated out of ex- 
istence, and after a few years the 
second United States Bank was denied 
a renewal of its charter. History shows 
that commercially those banks func- 
tioned well for those times, but the 
management was supposed to have been 
too much interested in politics. The 
presidential political campaign of Jack- 
son and Clay in 1832 was mainly over 
the question of the continuance of the 
second United States Bank, Jackson 
claiming he would abolish it if elected. 
He was elected and its charter was not 
renewed and expired by limitation in 
1837. 

From that time until 1863 it is hard 
to conceive how business was carried 
on as well as it was with the chaotic 
condition of the banking situation. 
There were all kinds of banks, some 
with capital and some without, accord- 
ing to where located. All banks had 
the right to issue notes, and these were 
good, bad or indifferent as the case 
might be. After the losing political 
campaign of 1832 on the national bank 
question it was impossible to get the 
politicians to talk about bank legislation, 
much less to enact any remedial meas- 
ures. The sheer necessity of the Gov- 
ernment during the Civil War to have 
a place and method of placing bonds 
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led to the creation of the National Bank 
Act legislation in 1863. | Politicians 
thought they were handling political 
dynamite in so doing and_ publicly 
proclaimed that when the war was 
over they would vote for its repeal. 

The law provided for the establish- 
ment of national banks with a minimum 
of $50,000 paid-in capital. They were 
obliged to buy so many Government 
bonds and issue currency against them, 
and they were not allowed to loan on 
real estate. A tax of 10 per cent. was 
placed on the notes of all state banks, 
thus driving such notes out of existence, 
and for the first time in the history of 
the country we had a stable, uniform 
currency usable at its full value in any 
part of the country. It was safe cur- 
rency, but as the country grew and 
business expended it would not respond 
to the ebb and flow of business. It was 
fixed. Then the silver coinage question 
came up. The political handling of that 
question and the compromise on silver 
purchases is assumed to have driven 


gold out of the country and brought 
on the depression of the nineties. 


FOUNDATION OF THE FEDERAL RESERVE 


SYSTEM 


During all this time the record of 
the national banks, by comparison at 
least, was very good, and with the 
so-called hard times of the nineties 
there was a wide demand for the exten- 
sion of their facilities. In 1900 capital 
requirement was reduced to a mini- 
mum of $25,000 paid-in capital for 
smaller cities and towns. The competi- 
tion of the state banks was always on, 
but some depositors at least would do 
business only with national banks, so 
there was constant pressure from agri- 
cultural states or sections to permit 
national banks to loan on real estate. 
This permission was finally given by 
legislative enactment in 1913, and the 
Federal Reserve System was formed. 
That was our banking situation at the 
beginning of the World War. 

The necessities of war bring inflation; 
prices go up and normal values are 
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forgotten. Business was good, every- 
body made money, labor could take its 
choice of jobs and everything was rosy. 
We had a temporary setback shortly 
after the close of the war, but there 
was little banking trouble. We were 
soon on our way again; money was 
plentiful and, with no big needs for 
the use of funds or energies, conditions 
were ripe for stock market activities. 


THE FEVER OF SPECULATION 


Things went slowly at first, but 
speculation, as distinguished from in- 
vestment, soon became rampant and the 
person, from the elevator boy to the 
president of the company, who did 
not have at least one “baby” he was 
nursing and watching on the stock 
board was considered, by most of the 
younger generation at least, as a badly 
benighted individual. Stocks and securi- 
ties were bought, not on the basis of 
worth or demonstrated earning power 
or intrinsic value, but rather on “tips” 
as to who was buying this or selling 
that, and were largely bought on the 
basis only that the buyer would sell 
them for more than he paid for them, 
and that such a condition would con- 
tinue indefinitely. If a word of caution 
was forced on some enthusiast it was 
generally resented and the profferer of 
advice was called a “dodo,” “Silurian” 
or some other choice epithet. “No sir, 
there never was going to be a falling 
of present day values; investment trusts, 
etc., would see to that,” and any one 
who couldn’t see that was just plain 
dumb, and would soon be only a 
memory in the world that passed him by. 

Well, when the pendulum swings 
one way it swings back about the same 
distance in the other direction, but this 
time it took added momentum and went 
further back than it had gone forward. 
The recording of the top of the swing, 
of course, would be about the time of 
the stock market “blow up” in the fall 
of 1929. Then deflation commenced. 
Commodity prices had been falling for 
some time before the stock market 
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“blow up.” Exports were falling and 
domestic demand was easing up. 

In 1930 we thought things were bad 
and thought we would soon be on the 
up grade again. Viewed in the light 
of present conditions it was a fine year. 
In 1931 you remember prosperity was 
“just around the corner,” but it didn’t 
even get one cross-eye around the 
corner to be looked at, and so it went 
on with conditions steadily getting 
worse. There was one important 
matter in this depression that was gen- 
erally overlooked and which materially 
prevented an early return to normalcy. 
In other depression periods when this 
country had its troubles the rest of 
the world was on an even keel, others 
could and did buy of us and we knew 
how much and what kind of money 
we should be paid in. This time that 
was all reversed; the rest of the world 
was more upset and unsettled than our- 
selves. They did not have the purchas- 


ing power, and, if they did, the lower- 
ing rate of exchange would prevent 


them from buying. 
accentuated the 
with us. 


All these things 
stagnated conditions 


BANKS IN THE BOOM ERA 


Commencing about with the inflation 
era of war time, and continuing until 
the so-called stock boom “blow up” in 
1929, there was a persistent urge to 
start new banks, mostly small ones, 
throughout the country. It is said that 
in some sections of the grain belt, par- 
ticularly in the smaller towns, there was 
a bank of some kind for every 400 
inhabitants. The money of such banks 
was loaned locally, and they were 
mainly one or two chief crops districts. 
When deflation started, wheat and its 
by-products led the downward trend, 
and everything dependent on them went 
too. When people wanted their money 
from such banks and their working 
funds were gone, there was nothing to 
do but close the bank and wait for 
their frozen assets to thaw out. 

The number of banks closed, even 
though the total amount of deposits so 
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affected is not so great, is scandalously 
large and seems to impeach the ability 
of our people to understand and prac- 
tice safe and sound banking. Some will 
say we want more law and more super- 
vision. Great Britain and Canada have 
had the same depressed conditions that 
we have had and had no bank failures, 
and they have fewer banking laws and 
requirements and less supervision than 
we have today. According to the latest 
enumeration I have seen, this country 
has had 9882 bank failures since 1900 
and Canada has had nine. Such figures 
are appalling. Is it any wonder de- 
positors in remaining banks become 
uneasy? 


NEED OF STRENGTHENING THE FEDERAL 
RESERVE SYSTEM 


One must conclude that the striking 
difference in these totals is because of 
the difference in banking systems. We 
must unify our banking practices and 
eliminate competition in banking prin- 
ciples between the national system and 
the forty-eight state systems. Our 
Federal Reserve System is the best in 
the world today. It is so constituted 
that there has not been and cannot be 
concentration of control by or for spe- 
cial interests or geographical sections. 
We must further strengthen it to the 
end that it can still better serve. The 
law does not say so, but national banks 
could not operate unless they belonged 
to the Federal Reserve System. I be- 
lieve that all state banks competing with 
national banks should be compelled to 
belong to the Federal Reserve System, 
and should be compelled to abide by 
their rules, regulations and examinations 
if such were deemed necessary. All 
commercial or demand deposit banks 
should be forbidden to loan on real 
estate, and all affiliates should be di- 
vorced from all banks to the end that 
they do not do indirectly things they 
should not do or that the law says they 
may not do directly. 

The minimum capitalization of all 
banks should be raised to at least 
$100,000 of paid-in capital, and all 
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banks properly capitalized should be 
allowed to have branches when the 
need thereof could be shown. With 
such a set-up most of the troubles of 
the past few years would have been 
eliminated. 


A DEFENSE OF DEPOSIT GUARANTY 


Because of the sad record of the past 
few years, bank deposit guaranty or 
insurance has been brought to the front 
and incorporated in the new national 
bank law legislation. 

In the past, when the question of 
guaranty of deposits was broached, 
good bankers were unanimously op- 
posed, as the principle of its application 
(that is, of having good banks guar- 
antee the deposits of poor banks with- 
out any limitation as to the interest 
rates that the weaker, less experienced 
and less capable bankers could pay to 
attract deposits) was wrong. In the 
several states where such laws were 
enacted the better bankers went out of 
the state system, and the result was 
that when the poorly managed banks 
failed they could not raise the funds 
necessary under their proposed plan 
to pay the deposits and all such laws 
went off the statute books, and properly 
SO. 

The idea now is different. It is one 
of having the Government, through the 
earnings of the Federal Reserve Bank, 
participate in raising the funds to guar- 
antee depositors of closed banks, and 
if such a sum is not sufficient there will 
be levied a small tax on the deposits 
of all banks to increase the fund to an 
estimated proper amount. I can see no 
impropriety whatsoever in this idea. 
To my mind it will be safe and sound; 
it will build up the confidence of the 
people who do business with the banks, 
and whatever fraction of 1 per cent. 
that the banks will pay on their total 
deposits will have to be charged as a 
necessary expense of the banking busi- 
ness. With this provision there is 
coupled a limitation of interest that 
banks can pay on deposits. 

I have in mind the Workmen’s Com- 
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pensation Law with respect to protect- 
ing workers in the industrial world. 
When the law was enacted in Cali- 
fornia I thought it was one of those 
things that would have to be worked 
out to see what the result would be. 
In due course we erected a bank build- 
ing. We had all the latest safety 
devices; we had our scaffolding pro- 
tected by canvas. During its erection, 
a workman, instead of going up the 
prescribed way, jumped through a 
window that was being set and had not 
been secured. It went down, and the 
man was killed. He left a widow and 
three children. The widow received 
compensation without any controversy 
or suits at law. Another man broke 
his leg. He was taken to the hospital 
and his expenses provided for and he 
was given certain compensation due 
him. For that service we paid a charge 
of $600 which went against the cost 
of the building. Had it not been for 


that law, suits would undoubtedly have 
been started with appeals, etc., 


etc., 
which would probably have cost us, 
besides the annoyances, at least $12,000. 
I think that is a conservative estimate. 
So I made up my mind it was much 
better for the industry to have the 
compensation law than to be without it, 
and those who were insured, or their 
dependents, probably got more in net 
compensation than they would have 
received otherwise. 

I place the present guaranty or insur- 
ance of deposits in the same category. 
It will work out to the benefit of the 
banks as well as to the depositors in 
the banks, and, as long as it affects 
everybody alike, and a limit is placed 
upon the amount of interest that can 
be paid to attract deposits, it will be 
economically sound. 


CHANGES THAT MUST BE MADE 


We are now at the crossroads. I 
know there are today many very fine 
banks and bankers and those who are 
capable and will conduct their institu- 
tions correctly whether they have laws 
or not, but the activities and operations 





146 


of those who are safe and sound must 
in the nature of things be limited by 
the possibilities of doing harm by those 
who are not either safe or sound or 
experienced. We must consider the 
question as a whole and work into the 
system of banking those principles that 
will insure our institutions’ being freely 
able to go up or down with the change 
of values or of business needs, and to 
take care of their clients at any time 
and in any proper way, no matter what 
the necessities, whether gradual or un- 
expected, that may develop. 


IT CAN BE DONE 


It can be done. I know that our 
people have the ability and capacity 
to do these things. The record for 
the past few years is a bad one, and 
it is not up to the bankers to oppose 
reforms, but rather to give their most 
earnest co-operation to our legislators 
to the end that measures may be adopted 
that will insure such a condition. 
Bankers are notoriously slow to adopt 
changes. I remember when I was 
elected a director of Federal Reserve 
Bank No. 12 and we assembled in 
Washington to organize the system in 
1914. There was vigorous opposition 
by some directors who had accepted 
the election as directors, to the organiz- 
ing and starting of business. The 
New York banking directors opposed 
it to a man. They wanted a Central 
Bank located in New York. They were 
afraid the new system, if operated as 
proposed, would take business away 
from them. The vote on the opening 
was very close, but the organization 
was completed and the banks opened 
for business. This was in the spring 
of 1914. Soon after that we got 
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into the war, and without the Federal 
Reserve System what would have hap- 
pened? . There are other matters on 
which they do not have a comprehensive 
view of all of our country and all of 
its conditions and necessities. It is 
especially necessary now for the bank- 
ing interests of this country not only 
to have but to deserve the confidence 
of the people doing business with the 
banks. 

I do not think we can do better 
than to pattern after the banking 
system and practices of our Canadian 
neighbors. Their conditions are very 
similar to our own, only not so large. 
They have proved their worth and 
stability in the fire of experience and 
have continued their dividends and 
added to their surpluses. Their bank- 
ing practices are logically and economi- 
cally sound, and their methods and 
ways we should have heretofore adopted 
without having had to have them show 
us the example. 

Admitting that our banks now open 
are sound and capably managed, we 
still must see that it will not be possible 
for a condition to develop in the future 
that could produce a repetition of what 
has happened in the last few years. If 
we do not do it, because bank services 
are just as necessary as post office serv 
ices, someone else will step in and do it. 
Let us heed the handwriting on the 
wall and bestir ourselves. Let us have 
fewer banks but better banks. Let us 
build up a situation for the future that 
will be unassailable and can function 
100 per cent. in all kinds of times; one 
that will be our pride and pleasure and 
that could stand as an example to all 
the world for sound, safe and service- 
able banking. 
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Certification 


What Does It Mean on the Customer’s Statement? 


By Puiwip S. SUFFERN 
Of West, Flint & Co., New York 


a customer's statement has meant to 

the banker that such an individual 
or firm has audited the accounts of his 
customer and has found everything cor- 
rect because he or they added to the 
balance sheet a clause beginning: “I” or 
“we” certify, etc. I believe that in the 
past much valuable information has been 
lost—and valuable money lost also— 
through too great a reliance on the fact 
that some accountant has signed some 
form of a certificate appearing on a 
balance sheet or other form of financial 
statement. 

Before considering the meaning of the 
certificate, and its direct bearing on a 
banker’s consideration of his customer's 
statement, let us reflect on some of its 
indirect meanings so that we may more 
clearly see its wider bearing on the 
bank’s relation with its customer. 


Pea cosoners the certification on 


WHAT DOES THE CERTIFICATION OF HIS 
OWN STATEMENT MEAN TO THE 
BANK'S CUSTOMER? 


First, that, regardless of the past, his 
accounts must now be in order, for a 
certified public accountant has been en- 
gaged to make a full audit, or in no case 
less than a balance sheet verification, and 
the items presented to the banker must 
be accurate and be able to stand the 
scrutiny and attention that they will re- 
ceive from the examining accountant, or 
else discrepancies will be revealed and 
his own statements discredited. 

_ The second influence on the bank’s 
customer is related to the first, for not 
only must the figures in the balance 
sheet and income account be true, but 
his oral or written statements as to the 
business and its prospects must be tem- 


Based on a recent address. 


pered with caution, for the banker may 
require from the certified public account- 
ant additional information not contained 
in the accountant’s report or in the brief 
certificate, which so often is all that the 
banker gets to indicate the work of the 
accountant. This opportunity of the 
banker to obtain additional information 
either of the date of the original report 
or at intervals subsequent thereto is one 
of the important advantages to the 
banker of having the affairs of his cus- 
tomers reviewed and reported on by cer- 
tified public accountants. 


WHAT DOES THE CERTIFICATION OF THE 
STATEMENTS OF A BANK’S CUS- 
TOMER MEAN TO THE PUBLIC? 


One of the greatest indirect values to 
the bank in having the statements of its 
customers certified to by a certified pub- 
lic accountant is the sense of confidence 
in the bank that develops among its de- 
positors. Only a limited part of the 
depositors are borrowers, and all of the 
depositors, borrowers and nen-borrowers 
alike, are impressed by the fact that the 
bank, requiring acceptable outside cer- 
tification of the financial condition of its 
customers, is protecting to the best of its 
ability the funds entrusted to it for safe- 
keeping. The losses, particularly by 
some of the largest of the metropolitan 
banks, due to loans on uncertified or 
partially certified statements of borrow- 
ers have shocked the whole world and 
affected many, and the total loss has run 
into untold sums. To but mention the 
Kreuger and Insull cases brings perti- 
nent illustrations to mind. 

With the general knowledge that a 
bank has the privilege of using conven- 
tional values of securities carried in its 
investments, and no. knowledge as to 
whether all bad or doubtful loans have 
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been charged off or amply provided for 
through reserves, it is especially impor- 
tant that a bank should have the benefit 
of public confidence produced by the use 
of such safeguards as only loaning on 
properly approved credit risks, with the 
added value of outside certifications of 
facts and figures by approved certified 
public accountants. 


INSTRUCTIONS GIVEN TO ACCOUNTANTS 


Of course, we all know that regard- 
less of whether a full detailed report is 
rendered by the certified public account- 
ant, he is usually requested to attach a 
short form of certificate to the balance 
sheet and income account, which may be 
submitted entirely independent of the 
regular report. 

Let us consider for a moment what 
certified public accountants are requested 
to do, the conditions that they may find 
and how they may report their findings 
in a way fair to all concerned. 

I. They may have been directed 
to make a detailed audit for the 
period under review, or 

II. They may have been told to 
make an audit or examination of 
the assets and liabilities as of the 
closing date of the client's fiscal 
year, or at any other date, and only 
to review the transactions covered 
by the income account; or 

III. They may have been told 
only to make a balance sheet ex- 
amination with no review or ref- 
erence to operations, or the account- 
ants might receive many varied 
kinds of instructions that would de- 
crease or limit the scope of their 
work and produce less than a full 
audit. 


For each type of audit or examination 
some form of report is expected, and the 
certificate to be given would be different 
in each case and would also be qualified 
or unqualified, according to the findings 
of the accountant. So long as such di- 
versity exists in the scope of employ- 
ment, just so long must there be variety 
in the forms of the certificates issued, 
not even considering the slight difference 
in expression due to the choice of lan- 
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guage preferred by certain accountants. 

With such a wide variety in the word- 
ing of certificates, it is essential that each 
certificate being considered should re- 
ceive thoughtful reading, not for the 
purpose of seeing if there is some hidden 
meaning barely hinted at in the account- 
ant’s certificate, but in order to see what 
the accountant clearly states as to his 
findings, opinions, and/or qualifications. 
For illustration, a few specimen cer- 
tificates are here shown: 


I. Detailed or Complete Audit: 
Form of Unqualified Certificate 
ae ee audited 


or examined 

of Blank Company for the (period) 
ended (date), and, in our opinion, the 
accompanying balance sheet and state- 
ment of income and surplus set forth the 
financial condition of that company at 
(date), and the results of its operations 
for the (period) ended on that date. 
(Place) (Date) 


Form of Qualified Certificate 


Cite ‘tae audited 
or examined 


of Blank Company for the (period) 
ended (date), and, subject to (qualifica- 
tions), in our opinion, the accompanying 
balance sheet and statement of income 
and surplus set forth the financial con- 
dition of that company at (date), and 
the results of its operations for the 
(period) ended on that date. 

(Place) (Date) 


the accounts 


the accounts 





II. Examination of Financial Condi- 
tion and Review of Operations: 


Form of Unqualified Certificate 


We have examined the accounts of 
Blank Company as at (date), and have 
reviewed its operations for the (period) 
ended on that date, and, in our opinion, 
the accompanying balance sheet and 
statement of income and surplus set 
forth the financial condition of that com: 
pany at (date) and the results of its 
operations for the (period) ended on 
that date. 


(Place) (Date) 
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Form of Qualified Certificate 


We have examined the accounts of 
Blank Company as at (date) and have 
reviewed its operations for the (period) 
ended on that date, and, subject to 
(qualifications), in our opinion, the ac- 
companying balance sheet and statement 
of income and surplus set forth the fi- 
nancial condition of that company at 
(date), and the results of its operations 
for the (period) ended on that date. 
(Place) (Date) 





III. Examination of Financial Con- 
dition: 


Form of Unqualified Certificate 


We have examined the accounts of 
Blank Company as at (date), and, in 
our opinion, the accompanying balance 
sheet sets forth the financial condition 
of that company at (date). 

(Place) (Date) - 





Form of Qualified Certificate 


We have examined the accounts of 
Blank Company as at (date), and, sub- 
ject to (qualifications), in our opinion, 
the accompanying balance sheet sets 
forth the financial condition of that com- 
pany at (date). 
(Place) (Date) 





QUALIFICATIONS AND WARNINGS 


The New York Sun in a.recent review 
of independent accountants’ certificates 
attached to seventy-six reports out of 
eighty reports examined stated that cer- 
tain firms “. follow the more ad- 
vanced practice of stating in consider- 
able detail the extent of their audit and 
pertinent details of the companies’ op- 
erations or balance sheet, by way of 
explanation rather than in criticism. 
‘ Thirteen of the seventy-six audited com- 
panies, or 17 per cent., had such cer- 
tificates. 

“Apparent differences of opinion on 
accounting practice were voiced in a sur- 
prising number of cases. These points 
are not always immediately clear to the 
average stockholder because of the ex- 
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tremely conservative phrases in which 
they are couched, but when a report is 
certified ‘subject to comments thereon’ 
or subject to certain foregoing remarks, 
the intention is clearly to emphasize 
those items. At least seventeen, or more 
than 22 per cent. of the reports, carried 
such warning flags in the statement of 
the independent accountants.” 

It is unnecessary to point out to 
bankers the types of qualifications in ac- 
countants’ reports and certificates that 
present the warnings, but by way of il- 
lustration I might mention the following 
qualifications that are most frequently 
seen: 

Qualifications indicating limitations in 
the extent of the audit, and therefore 
limitations in the extent of responsibility 
assumed by the accountant: 


“Subject to the correctness of the 
inventory which was certified to us 
as correct by officers of the corpora- 
tion.” 

“Accounts Receivable were not 
confirmed but are shown at book 
value and we have been advised 
that ample reserve has been pro- 
vided for all doubtful items.” 

“Subject to the limitations as to 
the extent of our examination as 
set forth in the text of this report.” 


Qualifications indicating exceptions to 
values or items as stated in the report: 


“Subject to the adequacy of de- 
preciation.” 
“According to the best of our in- 


formation and the 
given to us.” 
“Figures in balance sheet and in- 
come account are correctly set forth 
on the basis therein indicated.” 
“Subject to the comments forming 
a part of our report.” 


explanations 


Does the certificate given by certified 
public accountants mean anything? It 
should if attention is paid to the warning 
flags so often standing out in bold relief 
in the wording of the certificate and too 
often ignored or even unnoticed when 
the certificate is carelessly read. 

In honesty I must agree that sometimes 
the flag is too small or so unobtrusive as 
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to go unnoticed, but in general the warn- 
ing is given, and frequently the account- 
ant awaits but fails to receive any in- 
quiry as to the reason for some special 
qualification that has been placed in his 
certificate for the protection of all who 
may read. 


HOW CAN CERTIFICATION MEAN MORE TO 
THE BANKER? 


I have referred to the fact that the 
accountant is engaged by his client, the 
bank’s customer, to undertake certain 
work usually clearly defined by the 
client. The engagement may contem- 
plate anything from a detailed audit to 
a very limited review of facts and fig- 
ures, and the accountant is expected to 
express his opinion at the conclusion of 
his work. Frequently the engagement 
results from an insistence by the banker 
that its customer engage certified public 
accountants to audit the customer’s ac- 
counts and present their findings in a 
report or in a certified statement. Limited 
instructions may be placed on the ac- 


countant by his customer, and of that 
fact the banker is never aware until the 
certificate is read and is found so full of 
qualifications as to be almost worthless, 
and yet those very qualifications are the 
flags indicating danger points or un- 
verified items in the customer's state- 


ment. Since the relations between the 
accountant and his client are confidential 
and he cannot seek out the banker to 
apprise him of conditions only indicated 
by omissions or qualifications in his 
certificate, it becomes incumbent on the 
banker to obtain the customer's permis- 
sion to have the accountants call and dis- 
cuss their work and report. The report 
presented this year by the joint com- 
mittee of the New Jersey Bankers Asso- 
ciation and The Society of Certified 
Public Accountants of the State of New 
Jersey states: 

“We believe it would be of advantage 
to the banker if his request to the bor- 
rower for audited statements were 
coupled with a request that the ac- 
countant be permitted to discuss matters 
with him or in jeint conference with the 
borrower before undertaking the work. 
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It not infrequently occurs that in con- 
sidering a borrower's request a banker 
may know of particular features with 
relation to the borrower's business as to 
which he wishes special information and, 
in order to be assured that he will ob- 
tain such information, the banker would 
find it to his advantage to give an ex- 
pression of his wishes directly to the bor- 
rower for transmission to the accountant 
or directly to the accountant, with the 
approval of the borrower.” 

With such instructions greater atten- 
tion would be given to those matters of 
special interest to the bankers and full 
information would be given on those 
problems of particular interest to banker 
or client. 

Certified public accountants of New 
Jersey have endeavored to have the 
bankers realize what is meant by the 
terms “Detailed or Complete Audit,” 
“Examination of Financial Condition,” 
etc., and to that end issued in 1931 a 
pamphlet entitled “Tentative Classifica- 
tion of Accountancy Services” and sent 
a copy to each bank in the state. When 
requesting your customers to have cer- 
tified public accountants audit or ex- 
amine their accounts the accepted ter- 
minology should be used so that, if in 
your opinion a real audit is necessary, 
you will specify a detailed audit or, if 
you will be satisfied with less than that, 
you will indicate the extent of the ex- 
amination desired. 


REPORTS OR CERTIFICATES 


Do you at present ask for and receive 
the full report issued by the accountant 
summarizing the result of his work, or 
do you usually receive only the con’ 
densed certificate? This question you 
must each answer for yourself, for, al- 
though we, the accountants, issue the 
reports, we tarely know to whom, ulti- 
mately, they are sent. Of course in 
many instances the reports have detailed 
comparisons and percentages of costs 
that may not be of interest to the bank- 
ers, and. in those cases perhaps condensed 
reports are all that the bankers require; 
but in most cases the accountants’ re- 
ports are full of information of value to 
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the banker and should be on file with 
the bank or at least submitted to it for 
review, even if finally returned to the 
bank’s customers. 


ADDITIONAL DANGER SIGNALS 


Without question some certificates 
have been issued that never should have 
been given or never would have been 
given had sufficient work been done to 
reveal weaknesses not disclosed through 
an examination only superficially made. 
In almost all cases in which it has been 
revealed that unwarranted certification 
has been given, it has been discovered 
that there has been a change in auditors. 
In other words, the accountants who 
previously made the audit had discov- 
ered some irregularity or weakness and 
refused to give an unqualified certificate 
with the result that the following year 
other accountants were employed and 
‘requested to make only a limited review 
of the client’s affairs, and although their 
certificate may have clearly stated that 
they only reviewed and did not audit the 
accounts, they failed to detect and re- 
port unsatisfactory conditions. I, there- 
fore, suggest that whenever you find 
that a change has been made in the ac- 
countants employed by your customers 
you investigate the reason for the change 
and be sure that it is not because the 
former accountants were in possession 
of information and facts of importance 
to you as credit grantors and which the 
customer did not want brought to your 
attention. 


OTHER BENEFITS TO THE BANK FROM 
EMPLOYMENT OF CERTIFIED 
PUBLIC ACCOUNTANTS 


The bank is, of course, not only in- 
terested in knowing the financial condi- 
- tion of its customers as of a given date 
and the profits in the past, but it is also 
vitally interested in the prospects for 
the future and the relation of estimates 


with accomplishments. One of the 
greatest benefits to the bank and its cus- 
tomer alike through the employment by 
the latter of certified public accountants 
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is the help that may be given by the ac- 
countants in studying and interpreting 
the operating accounts and cost figures, 
installing proper cost records if inade- 
quate systems or only “approximations” 
are in use, pointing out leaks, revealing 
the products producing the profit and 
also those that show a loss and in general 
analyzing the accounts so that the true 
inside but hidden facts are brought forth, 
thus permitting plans to be made for the 
future that should avoid past dangers or 
pitfalls and show the way for further 
economies and greater profits. 

The accountant could also render real 
service by establishing proper budgetary 
controls.and could, from time to time, 
be called in to verify the working of the 
budget and to certify to the correctness 
of the reports, comparing the estimated 
budget for a given period with the actual 
results for the same period. A budget 
as first prepared is not the final word 
and, to produce the greatest benefit, must 
be subject to modification from time to 
time to meet changes in conditions and 
to permit business expansion rather than 
to prevent it through the inflexibility of 
a fixed, unchangeable plan. 

The banks are large and have many 
troublesome business loans on their books. 
In many cases these will work out 
without loss to the bank if wise super- 
vision is given to the business problems 
of the different borrowers. In what way 
can this supervision be better and more 
cheaply given than by greater use of the 
accountants familiar with their clients’ 
affairs, and who in many cases have pre- 
viously pointed out in advance the pit- 
falls in the way, but whose advice fell on 
the deaf ears of their clients. 

In the various ways suggested above 
the certified public accountant while 
serving the client is also serving the bank 
and demonstrating to it the fact that his 
statements and certificate have real mean- 
ing and are of benefit. 


DOES THE CERTIFICATION OF STATEMENTS 
HELP THE BANKER? 


Indeed it does, and particularly so 
under the following conditions: 
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When a complete audit has been 
made. 

When responsible certified pub- 
lic accountants do the work. 

When the certificate clearly de- 
fines the accountant’s opinion and 
cannot be misunderstood. 

When personal relations are per- 
mitted and established between the 
banker and the accountant. 

When the accountant’s work 
for the bank’s customers does not 
end with the delivery of the report, 


but continues in a more or less con- 
tinuous way throughout the year. 


Certificates issued, under relations 
such as those described above, may be 
relied upon to furnish the banker with 
information on which he may with con- 
fidence and safety base his lines of credit 
and look for future performance in ac- 
cordance with determined facts and care- 
fully considered forecasts. 

Yes, certificates issued along lines as 
just described should and do mean some- 
thing to every banker. 


National Bank of Detroit Files Its First 
Statement 


URING the first three months of 

its operation the new National 

Bank of Detroit, which opened 
for business on March 24, has accumu- 
lated a total of deposits of $150,360,- 
667.39, according to its first statement, 
issued as of June 30, 1933. This same 
statement shows an increase in capital 
funds of $207,199.05 after providing for 
all accruable expense and all known or 


probable losses in loans and investments. 

According to President Walter S. 
McLucas this bank “seeks to achieve a 
proper balance between liquidity for the 
protection of its depositors, and con- 
structive extension of credit to stimulate 
business in the community.” 

The condensed statement of the Na- 
tional Bank of Detroit as of June 30 
follows: 


RESOURCES 


Cash on hand and due from other banks.... 
United States Government securities........ 


Bonds other than U. S. Government 
Stock in Federal Reserve Bank 


raat hb ale $ 43,867,952.62 


54,843,139.64 $ 98,711,092.23 


3,141,619.65 
675,000.00 


Rishain Si CRIS ose inis ons drawn 4c te o.e be bee Seseeis 
NIN tN re. teks aiavonh Wink -w eacehe she sor pA GA eee 
Accrued interest receivable—net 

Customers’ liability under acceptances..........+..0- 


TotraL RESOURCES 


LIABILITIES 


Deposits—commercial, bank and savings.............. $150,360,667.39 
Public deposits secured by pledge of U. S. Govt. bonds: 


77,637,585 .28 
11,718.80 
887,891.75 
3,540.00 


$181,068,447.71 


Treasurer—State of Michigan 
U. S. Government 
Other public funds 


1,277,998.04 
3,808,245.12 
172,723.81 


RR FIGS ok £6) 0 Bisa! oe. 5ere wis, vie eiw ed wheres 
Bills payable and. rediscdunts. .... o.oo. ceciesecncnces’ 
Capital, surplus and undivided profits............+...- 
Reserve for expenses and dividends............+.-ee005 


$155,619,634.36 
None 
25,207,199.05 
238,074.30 
3,540.00 


$181,068,447.71 





The Post Office and the Bank 


A Plea for Improvement in Postal Service as a Vital Element to 
Business Recovery 


By HAMILTON M. WRIGHT 


of the postal system than any other 
professional class. The banking pro- 
fession is one which demands the 


of the United States post office 
system, but the service it renders 


erste recognizes the value 


both directly and indirectly in every 
pursuit and in every department of 
industry and finance is so varied that 
comparatively few persons have found 
the time and opportunity to make a 
profound analysis of its influence on 


greatest exactitude and promptitude in 
the conduct of its affairs, and it touches 
almost every human activity of impor- 
tance in which credit is involved. I 
believe that no class of citizens are 
better able to appraise the value of 


“When adverse business conditions prevail, an ordinary busi- 
ness establishment may overcome them in part by economies of 
management and retrenchment in expenditures. Not so with the 


post office. It cannot, and should not, stop to consider little econo- 


mies. Its duties and obligations to the public become at once 
intensified and enlarged. It must exert itself to the utmost to 
secure the best possible results in the way of celerity, accuracy and 
security in the dispatch of the mails, and without sparing any 
reasonable expense in that behalf.”—F'ormer Postmaster General 


Bissell, 1894. 


the life of the nation. To the average 
man it is a necessary and vital function 
of government which he accepts as 
naturally as the functioning of his 
heart, and he gives but little study to 
its hidden reactions upon the industrial 
and financial life of the country. 


POSTAL SERVICE AS A STIMULATION OF 
INDUSTRY 


It is not necessary at this time, how- 
ever, to explore the subject of the 
postal service in any other of its phases 
than as an agent for the transaction 
and stimulation of industry. In_ its 
service to industry I believe the bankers 
of the country have as keen, and, no 
doubt keener, appreciation of the worth 


swift, certain and secure transportation 
of mail than the banking interests. 
Their business is conducted and con- 
firmed through the written document 
in whatever form it may occur, whether 
in correspondence, negotiable paper, 
checks, drafts, bonds, stocks, deeds, 
leases, contracts, proposals, statements 
or business papers, all of which, in the 
majority of cases, are handled through 
the mails in the case of intercity, inter- 
state or international transactions. 

It is axiomatic therefore that steps 
which expedite the business of the bank 
or of its customers, or of the county 
in general, by the certain, swift and 
secure transmission of the mails are of 
value to the banking interests, just as 
any delay in the expedition of corre- 
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spondence and documents means a 
definite loss to the banks of the country. 


FUNCTIONS OF THE SERVICE 


But, before we enter upon a discus- 
sion of the postal service in relation 
to industry, I believe it to be necessary 
to define the function of the service. 
The Post Office Department is often 
referred to as a “business.” But the 
term “business,” in its narrower im- 
plication, obscures the real purpose for 
which the service was established and 
which has since been pursued by the 
Government. The conception of the post 
ofice as a commercial enterprise has 
been responsible for much loose think- 
ing. Though the Post Office Depart- 
ment functions, in part, as a business, 
it is fundamentally a service extended 
by the Government to all its citizens. 
It is as completely a service as the 
army or navy or police. In its relation 
to the public it stands upon the same 
plane as these services of defense and 
protection. That the post office is able 
to derive a revenue from the service it 
extends, while the navy, army or police 
services yield no revenue, is not a point 
of distinction in the fundamental theory 
of these services. Fundamentally these 
services are similar. Each is performed 
as a necessary function of government. 

The true and historical conception 
of the Post Office Department then is 
purely one of service—to build up 
industry, promote intercourse and edu- 
cation and develop a united spirit 
among the citizens. The direct produc- 
tion of revenue, while highly desirable, 
is incidental to the true function of 
the postal service. ‘These settlers,” 
said George Washington in 1783, re- 
ferring to the communities on the 
Western frontier, “are on a pivot, and 
the touch of a feather would blow 
them away.” He straightway set about 
surveying routes for roads and canals 
which would bind the eastern and 
western regions together. The union of 
all sections was the most important 
function in the early establishment of 
the postal service, but it became indis- 
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pensable to every activity of society. 

Postmaster General Randall in his 
report to Congress in 1866 said: “It 
has always been an erroneous theory 
in the history of the postal service that 
it was established or sustained on the 
principle that it should be self-support- 
ing. It is a great public necessity.” 

The policy of service is constantly 
demonstrated by the Post Office Depart- 
ment, which is operated at a loss in 
the belief that the wide benefit accru- 
ing to industry more than compensates 
for the deficit. The first-class mail is 
the only classification of mail in which 
the revenues exceed the expenditures. 
In this connection the following state- 
ment of revenues and disbursements of 
the Post Office Department in 1932 
will be of interest: 

The expenditures of the Post Office 
Department in 1932 were $793,722,- 
534.03; the revenues were $588,171,- 
922.94; the gross deficiency of revenues 
was, therefore, $205,550,611.09, from 
which must be deducted a credit of 
$53,304,422.59 for non-postal items, 
leaving a net deficit of $152,246,188.50. 

The first-class mail handled by the 
department is the most important 
classification of mail in the maintenance 
and promotion of social contacts and 
business activity. It earned for the 


Government in 1932 the sum of 
$33,612,208.60. 
The second-ciass mail, newspapers 


and periodicals, is the strongest factor 
in national cohesion and _ education. 
While it is true that the cost of han- 
dling this type of mail exceeds the in- 
come, yet the country must have its 
newspapers and periodicals. If the 
people were charged what it cost the 
Government to transmit this mail, the 
cost would be prohibitive to the reader. 
The Government and the people are 
both compensated by the broadened 
knowledge of their Government spread 
among the people, the diffusion of edu- 
cation and intelligence and the promo- 
tion of business. The second-class -mail 
is distinctly a service in which the 
Government is compensated indirectly. 
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TABLE SHOWING POSTAL REVENUES AND EXPENDITURES AND THE GROSS 
AND NET DEFICIENCY OF REVENUES, FISCAL YEARS 
1929 TO 1932 INCLUSIVE 


Revenues 
$696,947,578 
705,484,098 
656,463,383 
588,171,923 


Expenditures 


$782,408,754 
803,700,085 
802,529,573 
793,722,534 


The postage receipts of the second- 
class mail in 1932 were $23,149,305.44; 
the expenditures were $125,293,596.27. 
The deficit therefore was $102,144,- 
290.83. 

Thus it will be seen that the cost 
is less than one dollar per inhabitant 
per year. But it willbe conceded that 
the tremendous stimulation given to 
business by the wider audience reached 
by advertising in American newspapers 
and periodicals must return to the 
Government and the citizens many times 
this expenditure. 

The third-class mail comprises circu- 
lars, catalogues, books, proof sheets, 
authors’ manuscripts and merchandise, 
including seeds, bulbs and plants not 
in excess of eight ounces. The han- 
dling of this mail cost the department in 
1932, $79,596,529.03. Receipts totaled 
$50,687,165.76. The department there- 
fore showed a loss in this class of mail 
of $28,909,363.27. 

The third and the fourth classes of 
mail, the fourth-class being parcel post, 
have been established for. the purpose 
of developing new avenues of commerce 
and the delivery of manufactured, pro- 
cessed articles and commodities which 
enter into interstate and foreign com- 
merce. While these classes of mail 
entail a loss to the post office, that loss 
is offset, or compensated, by the increas- 
ing income tax payments to the Govern- 
Ment. 

The total expenditures for parcel post 
in 1932 were $146,296,604.57; the 
total receipts $113,580,337.21; leaving 
a deficit of $32,716,267.36. 

The official correspondence of the 
Government departments cost $49,742,- 
711.13. Franked mail cost $742,689.83, 
mail sent free to the blind, $122,190.48. 


Gross Deficiency 


Credit for 
Nonpostal Items 
$29,443,796 
39,669,718 
48,047,308 
53,304,423 


Net Deficit 
$56,017,380 
58,546,269 
98,018,882 
152,246,188 


of Revenues 


$85,461,176 

98,215,987 
146,066,190 
205,550,611 


Expenditures in registered mail were 
$22,519,439.80, while ‘total receipts 
were $10,333,509.20, leaving a deficit 
of $12,185,930.60. The deficit in in- 
surance was $2,882,662.82; in special 
delivery, $479,090.25; in C. O. D,, 
$4,879,902:04; in money orders $11,- 
184,647.88. 

From the above figures it can be seen 
that the postal policy of the American 
Government has been to supply a neces- 
sary service. This service has been am- 
plified as time went on, the last notable 
addition some years ago being the par- 
cel post. 


The postal revenues and receipts for 
several years previous to and including 
1932 were as shown above. 


REDUCTION OF DAILY DELIVERIES 


As a result of the increasing deficits 
the Post Office Department cut down 
the daily deliveries of mail in fifty im- 
portant cities. In New York, for ex- 
ample, the number of deliveries was 
cut from six to four, after a period of 
more than ten years when there had 
been at least six carrier deliveries in the 
business districts. Under the revised 
schedule the 10:45 a. m. and 1:15 p. m. 
deliveries were eliminated. The four 
deliveries under the new schedule were 
7:45 and 9:45 a. m., 12 noon and 2:15 
p. m. This schedule has since been 
continued. Twenty years ago, when 
the United States was not so big as 
now and when it was more prosperous 
and not so severely in need of expedi- 
tion as today, mail was delivered in 
New York as late as eight o'clock at 
night. 

Early in 1932 Chairman William 
Fellowes Morgan, Jr., of the Commit- 
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tee on Postal Affairs of the Merchants 
Association of New York, reported to 
the committee that the elimination of 
two mail deliveries and the fixing of 
the last afternoon mail delivery at 2:15 
p. m. had been a serious detriment to 
the business interests of the city, for the 
reason that important incoming mail 
hitherto delivered on the 10:45 a. m. 
delivery is not delivered until noon. 
Furthermore, the committee felt that 
advancing the last afternoon delivery to 
2:15 p. m. had resulted in delaying 
until the following morning a very im- 
portant volume of business mail. 

This reduction of service appears, at 
first thought, to be thoroughly sound. 
It is, we are apt to say without deep 
reflection, the manner in which any 
prudent man will manage his own busi- 
ness, and it is a matter of common 
knowledge that the post office system is 
most closely and excellently operated. 
But if we look beyond to the myriads 
of interests which depend upon the post 
office system we may well question 
whether the country saves money by re- 
ducing post office expenses at the cost 
of impaired service. According to ex- 
pert estimates furnished by the Mer- 
chants’ Association of New York, traffic 
congestion costs the business commu- 
nity of New York half a million dollars 
a day. How very much greater is the 
loss occasioned through the delay of 
mail throughout the United States. 

We, therefore, find that although the 
Post Office Department’s expenditures 
have increased heavily in the past ten 
years, it has been able to cut them down 
almost $10,000,000 in the past two 
years. But the net deficit for 1932 of 
$152,246,188 amounts to less than $1.25 
per year for every citizen of the United 
States. Surely this is a small sum to 
pay for the benefits contributed to the 
entire population by the mail service. 
If we compare this expense with that 
of our equally necessary military and 
naval services, or with the expense in- 
volved in running the City of New 
York, we shall find that our post office 
is not as a matter of fact a heavy bur- 
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den upon the public but, on the con- 
trary, one of the most remunerative 
services which the Government employs. 
On reflection the question will arise in 
the mind of every thoughtful person, 
“If the postal service is a stimulant to 
business, why should it be relaxed at 
the very time business most needs stimu- 
lation?” 

Is there any other service rendered 
by the Government more necessary to 
the conduct of business? If we, for the 
moment, overlook the larger service of 
the mail as an agent in stimulating in- 
dustry, we shall say that the Govern- 
ment in assuming the exclusive trans- 
portation of mail accepts an obligation 
to provide the swiftest, most certain and 
most secure methods of transportation 
consistent from the revenues arising 
from the service. But as it is not a 
profit-making undertaking, but simply a 
service the people render themselves, it 
is an inconceivable public policy that 
the mail service should ever go back- 
ward. 

That the service is ever relaxed is due 
to a confusion of ideas as to the true 
function of the post office system. Its 
true function is public service. It is 
axiomatic that abridgement of service 
means abridgement of revenues of the 
Government. We have lost sight of the 
objectives of this service. It was organ- 
ized by the people, all of whom are 
partners in the enterprise. The judg- 
ment of the public, who are the part- 
ners, is that it promotes business. Be- 
cause it promotes business, out of which 
the Government receives its taxes, the 
public does not care whether it does 
pay directly or does not pay directly. 
To repeat, and it is worth while repeat- 
ing, the post office system is purely a 
service department, and the Government 
control is operated by the citizens of 
the Government. 

The Post Office Department has al- 
ways been singularly responsive to the 
desires of the public. This country has 
not had in many years a national ad- 
ministration more active and solicitous 
to promote the public welfare than that 
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of President Roosevelt. The Post Office 
Department has seldom had as capable 
and conscientious a postmaster as Post- 
master General James A. Farley. The 
administration has been, and is, active 
in means to speed up industry. Can 
anyone fail to believe that, if the coun- 
try shows itself anxious for the finest 
postal service that can be produced and 
backs the movement with forceful rep- 
resentations, the Administration will not 
give heed? 

Postmaster General Farley, with char- 
acteristic enterprise and solicitude for 
the service, issued the following mes- 
sage a short time since on a visit to the 


New York Post Office: 


“To the Patrons and Employes of the 
Postal Service: 

“T extend the kindliest greetings to 
the officers, employes and patrons of the 
Postal Service. In the present period of 
rehabilitation and recovery postal facili- 
ties must be maintained at a high stand- 
ard of efficiency, but it is essential to 
practice every possible economy of ad- 
ministration. For this policy I invite 
the cordial support, not only of the 
personnel of the service, but of postal 
patrons everywhere. Suggestions from 
employes and from the public, whether 
for improvements in service or for sav- 
ings in expenditure, will at all times be 
given the most careful consideration.” 


No good post office man ever wishes 
to cut down the service. He is under 
compulsion to do so, however, by the 
public demands for strict economy; but 
the value of a letter is not measured by 
the three-cent stamp upon its face. Its 
value to the sender and to the recipient, 
if it is a business communication, is in- 
creased by its certainty to arrive at its 
destination in the shortest possible time. 
Certainty of delivery and swiftness of 
transit, therefore, add to the value of 
the social service which the Government 
performs in the handling of the United 
States mails. But the arrangement is 


not one-sided. The receipt of a letter 
demands an answer, which promotes ad- 
ditional revenue for the Government. 
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Equally a matter of common knowledge 
is the fact that facilities for swift com- 
munication increase the volume of mail 
handled. 

In his report for 1847, Postmaster 
General Johnson declared: “The reduc- 
tion in the rates of postage has pro- 
duced so great an increase in the busi- 
ness of the office that the revenues will 
soon equal those received under the 
former rates.” In 1845 Congress had 
established the rate for single letters, 
when under half an ounce, as five cents 
for distances under 300 miles and ten 
cents for distances over 300 miles. But 
by act of March 3, 1851, Congress de- 
creed that letter rates should be lowered 
to three cents for distances up to 3000 
miles and six cents over that distance. 
The long distance factor was entirely 
eliminated in 1863. 


IMPORTANCE OF QUICK SERVICE 


Today hundreds of millions of dol- 
lars pass through the mail each week in 
the United States. Every hour saved 
is important to the man who receives a 
check; to the bank that receives thou- 
sands of checks for deposit, the mone- 
tary value of the speedy transmission of 
checks may reach important figures. The 
loss of interest on large checks in slow 
transit or delayed in transit means a 
considerable loss to the recipient bank 
or individual. It may in some cases re- 
sult in the failure of a contract on 
which a deposit was stipulated at a defi- 
nite time. The delay in receipt of a 
letter or its slow transit means, to the 
merchant, a delay in filling orders. In 
this connection the transit of a letter 
means not alone the time it is on the 
train, but the entire period from the 
time it is dropped into the post office 
slot: while it is taken by the carrier to 
the post office, has its stamp canceled 
and is put on the train, received at the 
depot or airport near the city of its 
destination, taken to the post office and 
there made up for the letter carrier 
until finally the mail man delivers it to 
the addressee. 

But the time taken in the handling 
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of his mail may mean more to the mer- 
chant than the delay in filling an order 
or the loss of interest on a check. It 
may mean that a competitor gets the 
job, or it may mean, in case his business 
is one which depends largely on the 
mail, that he will have to move to an 
expensive location with much _ higher 
rent to secure a more expeditious mail 
service, Or move nearer the post office 
in case his own organization collects its 
mail; or he may have to supplement his 
mail service by constant expensive tele- 
graphic service. 

When mail is received later than it 
could and should be received, the aggre- 
gate delay to industry is the time lost 
in each case multiplied by the number 
of recipients of the letters. Govern- 
ments have no competitors in the han- 
dling of the mail except such as are 
offered by the more expensive services 
of the telephone and telegraph; and in 
some cases these also are controlled by 
governments. But these are effective 


only where the transmission of intelli- 
gence is concerned, and cannot supplant 
the mail where a document, a deed or 
check, an income tax statement or othe1 


written commitment is concerned, or 
where accuracy demands that an orig- 
inal document be sent without reliance 
on telegraphic transmission. 

An average delay of even a few 
hours in the handling of mail can only 
be computed in terms of the whole 
population, To some it may’ not matter 
or may be merely an inconvenience. But 
to industry as a whole it means a loss 
of thousands of working hours. From 
the point of view of public service the 
Government must be actuated, not by 
past or even present performance; but 
by the standards of the best perform- 
ance possible by modern methods that 
have proved to be within the economic 
range made possible by the postal rev- 
enues. But it is wiser to go further 
than this. It is as decidedly good busi- 
ness for the Government to develop 
aviation for the transport of mail as it 
was to encourage the building of post 
roads in the early days of the republic. 
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Rapid communications is the most im- 
portant element in modern business. 
Modern industry could not exist with- 
out it; and, if it is the most important 
element in business contacts, it is also 
the most important element for business 
recovery. 

The desire to build up a national 
entity has been perhaps the leading mo- 
tive in the assumption of the mails by 
the Government. But there is no coun- 
try where the handling of mail has 
proved a more effective instrument in 
promoting national cohesion and unity 
than in the United States. In the colo- 
nial period and during the early days 
of the republic large communities of 
intelligent citizens were isolated by 
poor communications. This was a for- 
midable obstacle to national develop- 
ment, as the actual distances were 
much greater than between European 
cities and their nearest large neighbors. 

Distances then, as they are today, 
were measured in terms of communica- 
tion; not by mileage, but by the time 
occupied in transportation. But, as 
roads were poor, and often lacking, 
forcing couriers to difficult trails, one 
of the first tasks to which the new Gov- 
ernment addressed itself was the crea- 
tion of “post roads.” On April 4, 
1796, the committee on post offices and 
post roads received the report of the 
committee appointed to inquire if any 
and what alterations were necessary in 
the act to establish the post office and 
post roads in the United States. It is 
clear that, as a mere business enterprise, 
the revenue from stamps would not 
have paid for the cost of hewing trees 
and building roads through the wilder- 
ness. The Government, however, was 
actuated by a spirit of social service and 
national expediency. It would decidedly 
pay the Government to enable the mer- 
chants of the towns and cities to com- 
municate more readily with one another, 
and the friendly intercourse and inter- 
change of thought on national issues 
would be even more valuable. How- 
ever, in widely scattered sections of the 
Atlantic seaboard were important com- 
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munities of different European origins, 
the Dutch in Manhattan and up the 
Hudson to Albany, the French still fur- 
ther north on Lake Champlain, the Ger- 
mans in Pennsylvania, the English in 
Massachusetts. What could be more 
effective in hastening and developing a 
national outlook than improved means 
of communication through the mails? 
Between 1806 and 1836 Congress made 
appropriations from the Federal Treas- 
ury of $5,863,000 for post road con- 
struction. 


IMPROVED MAIL SERVICE AND ECONOMIC 
RECOVERY 


It will be thoroughly consistent with 
past policies of the postal service, if our 
Government, mindful of the beneficient 
result the United States mail has given 
in building up the industry of the coun- 
try, will decide, as a matter of recon- 
struction policy, to step up the service, 
to give the country a service, not only 
equal to that of the past, but infinitely 
superior in the rapid handling of mail 
to anything the work has known. Im- 
proved mail service would be a real step 
in hastening economic recovery. In 
1894, a period of great business depres- 
sion, Postmaster General Bissell staunch- 
ly refused to lessen service in face of 
lowered revenues. The principle he an- 
nounced should apply in all periods of 
depression. “When adverse business 
conditions prevail,” he said, “an ordi- 
nary business establishment may over- 
come them in part by economies of 


management and retrenchment in expen- 
ditures. Not so with the post office. 
It cannot, and should not, stop to con- 
sider little economies. Its duties and 
obligations to the public become at once 
intensified and enlarged. It must exert 
itself to the utmost to secure the best 
possible results in the way of celerity, 
accuracy and security in the dispatch of 
the mails, and without sparing any rea- 
sonable expense in that behalf.” 

When one thinks of speed in mail 
the mind instantly reverts to the air 
mail. But, because of poor terminal 
delivery facilities, air mail arriving in 
Newark in the afternoon is not deliv- 
ered in New York until the following 
morning, unless a special delivery stamp 
is afixed. The perfection of the air 
mail service in terminal deliveries is 
sought in bills introduced in Congress 
for the establishment of underground 
pneumatic tube services to carry the 
mail speedily between the outlying air- 
ports and the city post offices. What 
would be finer than a Government- 
owned and operated system of pneu- 
matic tubes in all the principal cities 
and connecting the main post offices 
with the outlying airfields at which mail 
is received? Such a service would en- 
able the air mail to compete in day 
service over short distances with the 
railway mail. 

But this is only one of the many pos- 
sible steps to bring the mail system to 
perfection, still carrying on the histor- 
ical policy of service first in the Post 
Office Department. 


Will Correspondent Bank Relations Be 
Affected by the New Banking Act? 


S banks under the terms of the 
A Glass Bill are no longer to 
be permitted to pay interest on 
demand deposits, considerable specula- 
tion has been expressed as to how this 
provision will affect the time-honored 
custom of country banks in carrying 
deposit accounts with their city cor- 
respondents. That this relationship, 


which has proved so mutually valuable 
in past years, is based on something 
more than the payment of interest is 
the belief of the Philadelphia National 
Bank. 

In the following statement which it 
has sent to all of its correspondents, the 
Philadelphia National expresses its views 
on this important development: 
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Twenty years ago the Federal Reserve 
Act brought about what were then con- 
sidered to be the most important and 
profound changes which had up to that 
time been introduced into the business of 
banking. Bankers were very naturally as 
much concerned with the immediate effects 
of the new law upon their everyday prac- 
tice as they were with respect to the eco- 
nomic results in which the entire business, 
social and political worlds were more par- 
ticularly interested. As we face new 
problems presented by the Banking Act of 
1933 and attempt to forecast what may 
now happen, we can at least agree that 
very few of the more radical changes that 
were freely predicted during 1914 and 
1915 as inevitable under Federal Reserve 
Bank development ever came to pass. 

The reasons are quite clear. Statute law 
and the institutions which laws sanction or 
create are concerned with human relation- 
ships and services. We may deal in such 
abstract terms as industry, commerce, trans- 
portation and banking, but concretely these 
are merely words and symbols of the means 
organized society has developed that indi- 
viduals may live comfortably and with some 
fair promise of peace and prosperity. Laws 
may be changed overnight, but habits and 
tendencies will not be so easily over-ridden. 

Basing our conclusions upon these con- 
siderations, and supported by the fact that 
the organization of the Federal Reserve 
banks disturbed only to a slight degree the 
relationship existing between out-of-town 
banks and their city correspondents, we are 
convinced that the interest provisions of 
the Banking Act of 1933 will have but little 
effect in the way of shifting balances and 
accounts between banks. We believe that 
the varied and extensive facilities which our 
correspondents enjoy and which are fully 
available for every banking need will con- 
tinue to be not only useful but indispensable. 
We would have preferred to continue to 
share the profit on their business with them 
by the payment of interest, but at least we 
can and will maintain the same standards 
of service which are characteristic of this 
bank. 

We believe our clients and correspondents 
will find it better suited to their needs to 
do business with an institution whose officers 
are their personal friends, who take a lively 
interest in building up the business of this 


bank through services rendered, who are 
jealous of its reputation and prestige and 
who are always conscious of the incentive 
that competition with other good banks 
provokes. It is no reflection upon the 
Federal Reserve banks to add that these 
factors are necessarily absent to a marked 
degree from the operation of those institu- 
tions. It is not intended that they should, 
nor have they any desire to compete with 
their own member banks. 

We therefore believe that the interest 
provisions of the new banking act will no 
more be a controlling influence in shifting 
balances from us to the Federal Reserve 
banks than were the reserve requiremnts or 
check collection provisions of the Act of 
1913. 

Should any of our correspondents be in 
position to restrict themselves as to the 
use of a part of their balances by opening 
time accounts, we should be glad to discuss 
this question with them. Our own opinion 
is that such restrictions as the law now 
imposes upon time accounts cannot in every 
case be fully compensated for by the pay- 
ment of interest, but this is a matter for 


every institution to decide for itself. We 
are prepared to co-operate in any way 
that will best serve our mutual interests, 


with due consideration given to the value 
of each account. 

We can assure you of the same quality 
of service and personal attention to your 
individual needs as has been given in the 
past, and we take occasion here to express 
our appreciation of the valued accounts that 
have been carried with us and which we 
confidently expect we may be permitted to 
retain. 

The following unsolicited letter, typical 
of many we have received from our cor- 
respondents, convinces us that our estimate 
of the effect of the Banking Act of 1933 
upon our business is correct: 

“Your circular letter with reference to the 
elimination of interest on our balances with 
you has just been received, and we hasten 
to assure you that this will not make any 
change in the balances we have heretofore 
maintained with you, as we feel the balances 
carried with you are offset by the splendid 
service you give us on our items in your 
territory. For the same reason we hope 


that your relationship with us will not be 


disturbed.” 














These 50,000,000 
should prove profitable to banks 


It is estimated that fifty million people 
will go to the World’s Fair in Chicago. 

This is a conservative figure when we 
recall that forty years ago, twenty-eight 
million visited the Columbian Exposition 
in that same city. 

Each month until November Ist, 
every day will see its stream of travelers 
starting out by train, bus, airplane or 
private car. 

If ever people need protection for 
their travel funds, it is when they are 
on the road or in crowds. 

The bank not only furnishes this pro- 
tection, but makes a profit of one-half 
of one per cent. when it influences these 
travelers to carry American Express 
Travelers Cheques. 

There are several ways of bringing 
hotel 


Steamship _ tickets, 


this profit into a bank—the friendly 
caution of tellers and bank officers to 
those with whom they have contacts— 
small but consistent advertising in local 
newspapers—the display of signs—the 
enclosure of blotters in statements. 

Travelers Cheque sales respond quickly 
to promotion because the safety of travel 
or vacation funds is a basic appeal to 
everyone. 

There will be many millions who go 
on vacations apart from the World’s 
Fair and all are equally in need of travel 
fund protection. 

But the fifty million who are Chicago 
bound, stimulated to travel by the lure 
of the great Exposition, provide a mar- 
ket which comes rarely during the 
Century. 


reservations, itineraries, 


cruises and tours planned and booked to any part of 
the world by the American Express Travel Service. 


AMERICAN EXPRESS TRAVELERS CHEQUES 


AND TRAVEL SERVICE 
iA 
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Managing the Commercial Bank’s Bond 
Account 


By RowLanp H. GEORGE 
Of Wood, Struthers & Co. 


discussion of the handling of a bond 

account must divide itself into two 
parts: 

1. A discussion of the theoretical 
ideal which, of course, is not. too prac- 
tical, in that in times like the present 
few of us, regardless of how much we 
might wish to do so, can practice the 
ideal. However, a discussion of theory 
is to some extent instructive, as it does 
at least point to an objective toward 
which we can aim in varied degrees, 
depending on individual circumstances. 

2. What can be done, as a practical 
matter, in handling a bond account as 
it now exists, even though such an 
account is far from ideal. 

In theory, the first question to be 
decided is whether or not a bank ought 
to have any bond account. Since the 
title of my discussion is the handling 
of a commercial bank’s bond account, 
it will doubtless appear somewhat amus- 
ing to find that I do not believe a com- 
mercial bank should own any but 
Government issues. However, the great 
majority of so-called commercial banks 
are actually no such thing. Generally 
speaking, an outlying commercial bank 
will have at least half of its deposits 
in savings accounts, and accordingly is 
really a hybrid bank—partially com- 
mercial and partially savings. 

Many commercial banks have doubt- 
less visited their correspondent banks 
in New York, and I should be very 
much surprised if at one time or an- 
other they have not been told that 
these large New York City institutions 
do not approve of a bond account for 


I: seems to me that any practical 





Based on a recent address. 


a commercial bank, and, with the excep- 
tion of a few odds and ends, never 
have anything but Governments. 


TWO KINDS OF BANKS UNDER ONE ROOF 


Now, I think this would be perfectly 
sound advice for all commercial bankers 
to follow if their institutions were 
precisely the same as the: larger New 
York commercial banks. But I reiter- 
ate that they are not, and so, as a 
practical matter, each one of them has 
two banks under the same roof. In 
short, they are a small combination of 
a Chase National Bank and a Bowery 
Savings Bank, and, accordingly, if that 
part which is a commercial banker con- 
ferred with an officer of a commercial 
bank in New York, and that part which 
is a savings banker conferred with an 
oficer of a New York savings bank, 
the combination of the advice which 
they might receive would be, I think, 
admirably suited to their purposes. 

A commercial bank and a savings 
bank are wholly different institutions, 
and while this seems a platitude, it is 
necessary to repeat it, as it seems to 
me that the failure to remember that 
fact has caused a great amount of 
trouble in the handling of many bond 
accounts. A commercial bank is merely 
a revolving fund of credit, and accord- 
ingly its assets should, theoretically, 
consist of loans to its customers, cash 
and nothing else. All commercial banks 
rightfully carry huge holdings of Gov- 
ernment paper, but this paper can be 
roughly classified as interest-bearing 
cash. Also it is to be noted that a com- 
mercial bank's deposit liabilities are apt 
to fluctuate sharply, tending to rise or 
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fall with the volume of the bank’s 
loans. Finally, such a bank must try 
as best it can to be in a position to 
take care of any legitimate demands 
for credit on the part of its customers. 
A commercial bank seldom has any 
surplus funds to loan or invest when 
industrial conditions are booming and 
interest rates are high; but frequently 
has a surplus when there is little cus- 
tomer-demand and interest rates are 
low. Accordingly such an institution 
would be tempted to buy bonds in a 
high bond market and later be forced 
to sell in order to take care of its cus- 
tomers during a period of high interest 
rates and, presumably, low bond prices. 
Obviously, therefore, a long-term bond 
account is apt to prove unprofitable for 
such a bank. 

A savings bank, on the contrary, 
does not make commercial loans, and its 
primary purpose is to accept more or 
less permanent deposits from its cus- 
tomers and invest those deposits safely 
and in such manner as will produce 
the most generous income consistent 
with unquestioned security. For that 
reason our mutual savings banks have 
the great bulk of their assets in the 
safest of long-term bonds and mort- 
gages. The savings bank has no par- 
ticular affection for a long-term bond 
as opposed to a short-term issue, but 
it is impossible to buy high-grade short- 
term bonds to yield anywhere nearly so 
high a return as a high-grade long-term 
bond. As the primary purpose of a 
savings bank’s bond account is to 
produce income, it is of necessity forced 
largely into the long-term field. 

Now, as I say, most commercial 
bankers really have two banks, highly 
dissimilar in character, lodged under the 
same roof; and, while their statement is 
a consolidated statement, for purposes 
of the efficient handling of their bond 
account, it would be well to separate 
the two institutions in their own calcu- 
lations. For example, if a bank has a 


million dollars in commercial demand 
deposits, it ought to have at least a 
million dollars’ worth of commercial- 


bank assets to secure those deposits. 
And if it has a million dollars of sav- 
ings or time deposits, it ought to have 
an equal amount of savings-bank assets 
to secure them. In some states it is 
obligatory by law to so segregate these 
assets, and, while I appreciate that any 
such law has many disabilities, it at 
least can be said to have one advantage, 
namely, that it forces the bank to invest 
its savings funds as savings funds should 
be invested. 


ATTEMPT TO MAKE BANKS SOUND BY 
LEGISLATION 


All this seems very simple, but I 
am quite aware that every individual 
bank has definite problems of its own, 
and that a certain percentage of so- 
called demand deposits frequently are 
more stable than savings deposits, and 
vice versa. Nevertheless, each bank 
worthy of the name is able to approxi- 
mate with reasonable accuracy the 
amount of its deposits which, regard- 
less of what they are called, are really 
savings deposits and more or less 
permanent. Therefore it is my very 
definite opinion that no investment 
adviser can be of any real help to any 
given institution unless he is wholly 
familiar with the type of that bank's 
deposits and the problems which are 
peculiar to any given locality. 

Now, assuming that a so-called com- 
mercial bank has savings funds, it is 
obvious that this bank needs a bond 
account. Volumes have been written 
about the type of securities which 
should be purchased; much stress has 
been laid on diversification as to com- 
panies and types of issues; some bankers 
have a fetish for an equal amount of 
bonds maturing each year; others are 
adamant on the subject of short-term 
bonds as opposed to long-term bonds, 
or vice versa. All of these things, to 
my mind, have some importance, but 
I would be content to cast them all out 
of the window if every banker had only 
one rule—namely, to buy nothing but 
the finest of bonds, regardless of their 
maturity, type or what not. 
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Obviously the investing of savings 
deposits is a sacred trust, and, from an 
ethical standpoint, a banker is in duty 
bound to invest those deposits as safely 
as possible. Fortunately, and in con- 
trast to some activities, morality is not 
penalized, as I have yet to find any 
bank which, over a period of years, 
has made as much money out of specu- 
lative bonds as those which buy only 
the best of their type in the world. 


SELECTING THE SAFEST BONDS 


In times like the present, when we 
have been through one of the worst 
economic cataclysms ever known in 
history, one naturally raises the ques- 
tion as to who the genius may be who 
can tell us which are the best bonds. 
Fortunately, no genius is necessary, as 
I think it can be demonstrated that 
almost any person with even a smatter- 
ing of financial knowledge can select 
such issues quite easily. 

For example, let us forget everything 
that has happened in the last four 
years, and let us turn back to that 
glorious year, 1928. Any one of us 


could have sat down and selected, say, 
the twenty-five largest and strongest 
corporations in America. There are 
many more than twenty-five, so that I 
dare say we could all certainly have 
agreed on that number. Then, if we 
had purchased the best bond of each 
of these corporations, we should have 
selected a bond account which, from 
the standpoint of quality, would have 
been considered of the very best. Now 
the encouraging thing is that all the 
bankers who did so select have had no 
trouble whatsoever with their bonds, 
even during a period of unprecedented 
distress. Railroads, for example, have 
perhaps suffered as much as any other 
form of corporate enterprise. In 1928 
we could not have foreseen all the diffi- 
culties which have beset them, and we 
should doubtless have included the New 
York Central, the Pennsylvania, the 
“Atchison,” the Norfolk & Western 
and the Union Pacific, among others, 
in our selection. Of these fine roads 
one or two of them have been making 
heavy weather of it in the last two 
years. 
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Within the last year, for example, 
we have seen the New York Central's 
Refunding Mortgage selling for less 
than thirty cents on the dollar; and in 
1928 those same bonds were selling not 
far from par. But bear in mind that 
under the simple rule which I have 
suggested we should not have purchased 
the Refunding Mortgage bonds of the 
New York Central, but, on the con- 
trary, one of its best bonds, say, the 
New York Central First Mortgage 
3 1/2s, due 1997. Have these bonds 
shown a huge depreciation during this 
period? They have not. In 1928 they 
were selling in the low 80s, and the 
low for the year 1932 was around 67. 
They are now selling about 77; and I 
think that if an entire bond account 
had shown no greater depreciation than 
this, there would have been little occa- 
sion for worry. Moreover, I doubt if 
any banking department would have 
asked a bank to write these bonds down 
on its books. And bear in mind that 


I have purposely picked for my illustra- 


tion a railroad bond, as railroad bonds 
have been particularly vulnerable dur- 
ing the past few years; and I have not 
picked the bond of a road whose credit 
has remained high, but, on the con- 
trary, I have selected the bond of a 
road which has suffered severely. With- 
out going into statistics, I think it can 
be said, if the bond account had been 
composed of twenty-five issues repre- 
senting the best bonds of what appeared 
to be the strongest corporations in the 
year 1928, that that bond account 
today would not show an appreciably 
greater depreciation than would have 
been the case in a holding of long-term 
Government bonds during the same 
period. Indeed, if I am forced to quote 
statistics, I find that the average high 
and low of thirty high-grade bonds in 
1928 was 103.33; and on June 9, 1933, 
these same bonds were selling at 104.16. 
In contrast with this slight appreciation, 
I find that the high and low of long- 
term Treasury 4 1/4s in 1928 was 
113.2 and on June 9, 1933, they were 
worth 109.3. In short, the average 
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price of these corporation bonds has 
gone up slightly during these trouble- 
some years, whereas Government bonds 
have shown a loss of almost four points. 


SATISFACTION BY CAREFUL INVESTING 


This is rather comforting, as the 
selection of this bond account would 
not have required any extraordinary 
intelligence; and it would not have 
required any worries about maturities 
or the practice of any of the other 
notions which so occupy the minds of 
many so-called investment experts. All 
the bank had to do was buy the best 
bonds, regardless of maturity or type, 
and it would have been quite comfort- 
able ever since. Well, if it is so simple 
as all this, why do many banks make 
such frightful mistakes? The one 
great reason is obvious; namely, that 
most investors naively imagine that, 
when the best bonds are selling to yield 
41/4, per cent., bonds which yield be- 
tween 5 per cent. and 6 per cent. will 
all be paid. Therefore, as the small 
bank felt that it had to pay 4 per cent. 
on its savings deposits, it was simply 
unwilling to invest its money on a 414 
per cent. basis when the officers were 
satisfied that they could obtain 5 per 
cent. or 6 per cent. with perfect safety. 
The facts are that even in normal times 
the average yield, over a period of 
years, from second-grade bonds is 
seldom as high as the average yield 
from the highest grade of bonds, when 
losses of principal are considered. But 
the result of buying uncertain issues 
is far more vicious than this. The 
point is that a bank which buys bonds 
to secure savings deposits seldom has to 
sell except during a period of stress, 
and it is precisely in this period that 
second-grade bonds have no market 
except at a huge sacrifice. 

It is my belief that many of the 
junior mortgage bonds of some of our 
railroads, and other second-grade obliga- 
tions, which have been selling during 
the last year as low as thirty cents on 
the dollar, will, if history repeats itself, 
again advance to a point where their 
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markets will closely approximate the 
prices prevailing for the lower coupon 
senior mortgage bonds.. Furthermore, I 
am wholly certain that many bankers 
who now swear that they will always 
seek safety in the future will again buy 
junior mortgage bonds, not when they 
are selling at thirty cents on the dollar, 
but, on the contrary, when they are 
selling at par, because these junior 
bonds will then, as happened in 1928, 
yield a full 14 of 1 per cent. more than 
senior mortgage bonds. 


LONG AND SHORT-TERM BONDS 


I have 


said 


frequently heard it 
that no bank ought to buy long-term 
bonds, as the experience of the last 
few years should have taught us that 
such a practice inevitably leads to dis- 


aster. I beg to differ as violently as 
I can. I submit that the trouble is 
not long-term bonds, but bad bonds, 
whether they were long or' short term. 
If you will glance at the present 
market for high-grade long-term bonds, 
such as Union Pacific Land Grant 
4s, Public Service Electric & Gas 
4s, Bell Telephone of Pennsylvania 
5s, etc., you will find that the prices 
are higher than they were in the year 
1928. The answer is that they are 
sound. On the other hand, what 
banker has been able to protect himself 
by buying speculative short-term issues? 

find, for example, Chicago, Rock 
Island & Pacific Refunding 4s are due 
next year, and yet they are selling 
around 25, which is almost precisely 
the price at which the long-term bonds, 


secured by the same mortgage, are 
selling. 

Finally, before leaving my discussion 
of the theoretical methods of handling 
an ideal bond account, I do not want 
to leave the impression that all that is 
necessary is to buy the highest grade of 
bonds. I am quite aware that extra 
money can be made here and there by 
taking advantage of temporary market 
discrepancies which frequently exist in 
the prices for high-grade bonds of equal 
merit, and I have seen many shrewd 
buyers add to their income by anticipat- 
ing long-term swings in the bond mar- 
ket by adding to or lightening up on 
the percentage of their long-term com- 
mitments. These things, however, are 
refinements to be. practiced by the pro- 
fessional. While I am well aware that 
there are many methods of adding to 
one’s income through the efficient han- 
dling of a bond account, I am satisfied 
that even if all of these refinements are 
overlooked, the banker who has only 
one rule, and that is to buy the best 
bonds, will come out much better than 
such of his competitors who attempt, 
with or without the help of imposing 
technical advisers, to trade in and out 
among bad bonds. 


WHAT TO DO WITH SPECULATIVE 
COMMITMENTS 


All of the above might possibly be 
helpful if all of us had bond accounts 
composed of the best bonds. However, 
there are those who, much to their 
sorrow, hold a number of speculative 
commitments; and the question is, what 
can.be done about it? This is an 
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exceedingly complicated subject. Per- 
haps the most important thing is what 
to do with speculative bonds, and 
whether it would be possible to sell 
such issues if one wished to, having in 
mind various bookkeeping problems. 


LIMITING THE BANK’S RISK 


To suggest any panacea to cure these 
ills is impossible, and I sadly fear that 
entirely too much has already been 
said on the subject. We have been— 
and still are—in very troublous times. 
Financial problems have never been 
more difficult; there is much sickness 
throughout the land, and when one is 
sick it is difficult to refrain from em- 
bracing the ideas of various quacks who 
hold forth assurances of complete re- 
covery without pain. Similarly, banks 
which have troublesome bond problems 
are being assailed on all sides by well- 
meaning individuals who promise to 
extract them from their troubles with- 
out cost to the bank, except, of course, 
for their own modest fees. I presume 
to doubt whether this can be done. I 
think it can be said that the average 
price of speculative bonds will rise or 
fall depending on business conditions; 
and I fear that there is no one in this 
world who can pierce the future with 
sufficient accuracy to say just when 
this permanent improvement will take 
place. Unless there is somebody who 
can answer that question accurately, 
there is no one on the face of the globe 
who can sensibly advise on speculative 
issues. I will grant that a well-informed 
adviser can probably select a group of 
speculative issues selling at an average 
price of, say, 40, and that the average 
of his selections will probably work 
out better than merely a haphazard 
holding of bonds selling in the same 
price range. However, assuming that 
this is true, I still fail to see how the 
replacement of one group of specula- 
tions with another can be definitely 
helpful to a small bank. In the first 
place, it is questionable whether the 
hoped-for advantages will outweigh the 
disability of taking losses. But, even 





THE BANKERS MAGAZINE 







if the question of taking losses were 
not involved, I still doubt if such action 
can be of material benefit. 

To illustrate what I mean—assume 
that a small bank has a capital of 
$100,000, and owns a million dollars’ 
worth of more or less speculative bonds. 
It is obvious that a ten-point decline in 
the average price of such issues will 
wipe out the bank’s capital funds. 
Now we all know that even the most 
attractive of speculative bonds have 
shown, and in all probability will show, 
fluctuations in their markets far in 
excess of ten points. Therefore, to my 
mind, the bank’s real problem is not 
to attempt to pick and choose among 
speculative issues, but, on the contrary, 
to calculate how great a risk its capital 
funds permit it to assume. Now 
obviously if any of us could count on 
the present upturn continuing without 
interruption, the bank in question ought 
to maintain its position in speculative 
bonds. Similarly, if we were sure of 
these things, all of us should be well 
advised to buy any good common stock 
on a two-point margin, as we should 
be wholly safe. The trouble is that 
we do not know whether this present 
recovery will continue, and therefore 
for a bank with small capital funds to 
hold a large speculative position is as 
dangerous as buying a common stock 
on a two-point margin. Thus it seems 
to me that a banker in this position 
should not waste much time calculating 
whether the improvement is going to 
continue or whether or ‘not he has the 
most attractive of speculative risks; but, 
on the contrary, he ought to calculate 
how much of a speculative position he 
can safely carry with the capital funds 
at his disposal, and cut down his specu- 
lative risks to that amount. If pros 
perity is just around the corner, this 
action will cost him money, as pre- 
sumably he would reinvest the proceeds 
of such sales in the safest bonds, and 
he could not expect any such apprecia- 
tion in safe bonds as he would get in 
speculative bonds. Moreover, he would 
have to accept a considerably smaller 














income. Nevertheless, his bank would 
be safe if the clouds gathered again, 
and finally, when the sun came out 
permanently, he would still be there 
to enjoy it. 

I am told that it is relatively simple 
to make money when times are good, 
and I believe that the prudent banker 
attempts to conduct his affairs so that 
he will remain strong during the bad 
times, and thus be able to gather his 
harvest during the times of plenty. At 
any rate, I am sure that it is the only 
safe method of procedure, and I 
earnestly believe that any banker who 
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deludes himself with the notion that 
he can work himself out of his difficul- 
ties by trading in and out of speculative 
bonds is treading on exceedingly dan- 
gerous ground. I say all this, even 
though I frankly suspect that many 
second-grade bonds are a good specula- 
tion; therefore, while I believe that any 
individual or bank which is exceedingly 
strong can so speculate if it sees fit, I 
do not believe that a bank with a small 
capital fund should engage in such a 
speculation, regardless of how certain 
it might be that such issues will con- 
tinue to rise. 


Bond Department, Peoples Pittsburgh Trust Company 


sult of the Security Law of 1933 

is that the investor now receives 

less information about securities than 

ever. This result was to be anticipated 

from the provisions in the new act, and, 

if the framers had such an end in view, 

they accomplished their purpose effec- 
tually. 

As worded, the law is so full of pit- 
falls and possibilities of misinterpreta- 
tion that no investment banker or 
security dealer of integrity can afford 
to make the slightest recommendation 
about any security. An unintentional 
error in the statement of a fact or a 
figure may make him liable to serious 
litigation or, at least, unfavorable pub- 
licity. Such a penalty is certainly too 
much to pay for an inadvertent error— 
therefore silence regarding securities has 
truly become golden. 

No doubt our legislators were in a 
vindictive mood when they framed and 
passed this new security act. Incensed 
with the financial phantasy of the years 
1928 and 1929, they seemed determined 
to right a wrong, and in their zealous- 
ness have probably overshot the mark. 
If literally enforced as it now is written, 
it seems quite likely that the law will 
ultimately work to the disadvantage of 


A PPARENTLY the outstanding re- 





the small investor, the very party they 
wanted to protect. 

Few security buyers have either the 
resources or the facilities for thorough 
investigation and analysis of securities. 
In placing their funds they have gen- 
erally been guided by the recommenda- 
tions and suggestions of those who 
make a business of dealing in securities. 
Deprived of this source of investment 
information, it is not at all unlikely 
that the small investor may fall into 
the hands of those who take their law 
with a grain of salt. 

Recently, an elderly lady of more 
than average means approached the 
head of the security department of the 
bank in which she had been a depositor 
and client for a number of years. In a 
quandary about some investment mat- 
ters, she was seeking counsel. Stating 
that she had received an attractive 
proposition involving the exchange of 
some of her standard investment securi- 
ties (paying her a reasonable return 
at the price she had paid for them), 
for another security which would pay 
her more, she wanted to know all about 
the merits of the offering and whether 
she should make the exchange. Accus- 
tomed to a frank open discussion of 
her investments and prospective pur- 
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chases, she was rather dismayed at the 
meager response her inquiry was receiv- 
ing. Unable to gather much information 
from her adviser, the little lady could 
contain herself no longer. Shifting in 
her chair and moistening her lips, she 
suddenly exclaimed in no_ uncertain 
voice, “See here, young man, I have 
known you for several years. I have 
followed your advice, and I have found 
it to be sound—that’s why I come to 
you. This new security law means 
nothing to me. I want you to speak 
your mind. If this proposition is good, 
I want to know it and why—this 
meaningless array of figures you are 
thrusting at me out of that big book 
in front of you is of no value whatever 
to me.” 

Perhaps the writer is mistaken in 
thinking that many investors will react 
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as this particular lady. Maybe future 
interpretation of the law will not im- 
pose severe penalties upon the proper 
dispensation of investment information. 

Legislation cannot create character. 
Quacks are found in the medical pro- 
fession and shysters in the law; every 
line of endeavor has its shoddy ex- 
ponents. Fundamentally, the dispensa- 
tion of investment advice is a profession. 
Thorough knowledge of investment 
principles and financial conditions are 
essential. Any legislation which cur- 
tails investment counsel from _ those 
qualified both in character and training 
cannot do anything else than defeat its 
purpose. 

Some day security dealing will be 
recognized in its proper light and not 
as a financial Frankenstein conceived 
to destroy the savings of the thrifty. 


The New Securities Act 


By PauL V. KEYSER 


Committee Counsel, Investment Bankers 


be recognized that Section 11 of 
the Securities Act raises a serious 


Pree secon I believe the fact must 


question as to whether under this act 
it will be possible to find adequate 
private capital to undertake carrying 
out the necessary and essential financ- 
ing of the larger business enterprises of 


the country. If not, and unless the law 
is changed, the results will be dis- 
astrous to the industry of the country 
and to every person interested in the 
welfare of the company, whether an 
employee, a stockholder or a _ bond- 
holder. 

The obligations which this act under- 
takes to impose upon underwriters are 
very great, and it seems to me not 
unreasonable to expect that responsible 
private bankers may hesitate to accept 
the hazards of those obligations— 
hazards that by the greatest of care 
cannot definitely be determined in 
advance of the event. 


Association 


If the larger private bankers hesitate 
to accept the liabilities of acting. as 
sponsoring underwriters, then the ques- 
tion occurs whether the issuing com- 
pany can directly utilize the services 
of the smaller dealers of the country 
to distribute its securities to the public. 
Here again a serious problem occurs, 
since under the technical provisions of 
the act each and every one of such 
dealers, even if acting simply on a com- 
mission basis, would individually be- 
come liable to all the obligations of an 
underwriter under this act. 

It may well be doubted whether such 
dealers would be willing to pledge their 
individual fortunes to such an unknown 
liability. Under the new Glass Bank- 
ing Act banks may no longer act as 
underwriters or distributors of such 
securities, and the question is still how 
could the general -business of the coun- 
try procure the necessary investment 
funds from the people. 
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A MONTHLY REVIEW OF IMPORTANT DECISIONS OF INTEREST 
TO BANK EXECUTIVES 


RAISED CHECK NOT COVERED 
BY POLICY 


Frederick Hotel Co. v. National Surety 
Co., Supreme Court of Appeals, 
West Virginia, 169 So. E. 
Rep. 327 


POLICY insuring against loss on 

Aes or raised checks does not 

protect the payee of a check, 

who indorses it for accommodation, 

where the indorser afterwards raises 
the check and cashes it. 

In this case a clerk in the employ 
of the insured (the plaintiff hotel com- 
pany) drew his personal check for $5 
on the hotel company and had the 
company indorse the check. He later 
raised the check to the amount of $595 
and cashed it at a bank other than the 
drawee. The defendant surety company 
had issued to the plaintiff a policy 
protecting it against loss (1) on any 
check bearing a forgery of the plain- 
tiff’s signature, as maker, drawer or 
acceptor (2) on any check drawn by 
the plaintiff bearing a forged indorse- 
ment or raised or otherwise altered, 
and (3) on any check received by the 
plaintiff as collateral or in exchange 
for services or property. It was held 
that the plaintiff was not protected by 
this policy. 

The rule that an insurance policy is 
to be construed liberally in favor of the 
insured does not apply “where the 
language of the contract (policy) is 
unequivocal and unambiguous and suf- 
ficiently clear and plain to express the 
intent of the parties, or where the 
language has acquired by judicial con- 
struction a clear and definite meaning.” 
32 C. J. p. 1158. 

Action by the Frederick Hotel Comi- 
pany against the National Surety Com- 
pany. Judgment for defendant, and 
plaintiff brings error. 


Affirmed. 


OPINION OF THE COURT 


HATCHER, J.—This is an action 
on an insurance policy issued by de- 
fendant agreeing to indemnify plaintiff 
against loss by forgery or alteration 
of checks, etc. The trial court, acting 
in lieu of a jury, gave verdict and judg- 
ment for the defendant, and plaintiff 
obtained a writ of error. 

The evidence discloses that H. C. 
Ritter, desk clerk of plaintiff, drew his 
personal check for $5 upon the Hunt- 
ington Bank & Trust Company, payable 
to plaintiff, and presented it for indorse- 
ment to plaintiff; that it was regularly 
indorsed by plaintiff and returned to 
Ritter; that he then raised the check 
to $595 and obtained that sum upon it 
from the First Huntington National 
Bank; that upon presentation to the 
drawee bank the check was dishonored 
for lack of funds and the First National 
then charged the check to plaintiff's 
account. Plaintiff has never obtained 
any repayment on the chtck. 

The policy agreed to indemnify the 
plaintiff against any loss, not exceeding 
$1,500, which plaintiff (or any bank 
in which plaintiff carried a checking 
account) should sustain through pay- 
ment (1) of any check, etc., upon 
which the signature of the plaintiff, 
“as maker or drawer or acceptor there- 
of shall have been forged”; (2) of any 
check, etc., made or drawn by plaintiff 
(a) upon which the signature of any 
indorser thereof shall have been forged, 
or (b) which shall have been raised 
or altered in any other respect; or (3) 
any loss through the receipt by the 
plaintiff “as collateral and/or in ex- 
change for property sold and delivered 
and/or in exchange for services ren- 
dered” any check, etc., subject to the 
above-described forgeries. 

Plaintiff did not sign the Ritter check 
as maker, drawer or acceptor, and its 
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signature as indorser (accommodation) 
was not forged. The plaintiff did not 
receive the check either as collateral or 
in exchange for anything. So the 
policy does not cover this loss. 

Plaintiff invokes a liberal construction 
of the policy in its favor and contends 
that, when so construed, the terms in 
the policy are broad enough to include 
this situation. The rule that a policy 
is to be construed liberally in favor of 
the insured is well defined. The rule 
does not apply where the language used 
is plain or even where “the language 
has acquired, by judicial construction, a 
clear and definite meaning. . The 
court will not pervert or do violence 
to the language used, or expand it 
beyond its plain and ordinary meaning 

. and thereby render the rule appli- 
cable.” 32 C. J. on Insurance, § 267. 
Accord: 14 R. C. L. on Insurance, § 
103. The words “maker,” “drawer,” 
and “acceptor” are clearly defined in 
the Negotiable Instrument Law (§§ 60, 


61, 62, and 63), which was adopted 
in West Virginia in 1907 and which 
has been adopted in nearly all the states 


for at least twenty years. The courts 
of the states adopting that law have 
judicially followed its definitions. Those 
words have acquired a clear and definite 
meaning through judicial as well as 
statutory definitions. The plaintiff does 
not come within those definitions. 
Moreover, its exclusion is not changed 
by the definitions of those words in 
the standard dictionaries. Consequently 
the judgment of the circuit court is 
affirmed. 


Affirmed. 


AGREEMENT TO REPURCHASE 
STOCK 


Cox v. Cox, Supreme Court of Nebraska, 
247 N. W. Rep. 898 


Where the seller of stock in a bank 
agrees to buy it back on the purchaser’s 
demand at the price paid for it, the 
purchaser need not allege and prove, in 
an action to recover the money, that he 
made a tender of the stock, if it ap- 
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pears that tender has become impossible 
through no fault of the purchaser and 
that the stock has become worthless. 

In this case the plaintiff was the ex- 
ecutor of J. M. Cox, who took over 
certain shares of bank stock agreeing 
to hold them for a year. Tne defend- 
ants agreed to protect Cox from loss, 
to guaranty him 7 per cent. interest on 
his investment and to take the stock 
back within one year or as soon there- 
after as Cox might give notice. Some 
time later the bank failed and the stock, 
including that held by Cox, was turned 
in under a reorganization agreement. In 
these circumstances, it was held that a 
tender of the stock by Cox or his execu- 
tor to the defendants was unnecessary. 
A judgment in favor of the defendants 
was accordingly reversed and a new 
trial was granted. 

Action by Frank H. Cox, executor 
of the last will and testament and estate 
of James M. Cox, deceased, and others, 
against Joshua Cox, D. J. Colling, first 
and real name unknown, and others. 
The action as to D. J. Colling was re- 
vived in the names of the City Trust 
Company of York and Myron G. 
Shike, executors. From a judgment of 
dismissal, plaintiffs appeal. Judgment 
reversed, and cause remanded for a new 
trial. 


OPINION OF THE COURT 


PAINE, J.—This is a suit at law to 
recover damages in the sum of $8625, 
with interest. The trial court dismissed 
the action at plaintiffs’ costs. Motion 
for new trial being overruled, plaintiffs 
appealed. 

The plaintiffs are the executors and 
heirs of James M. Cox, deceased, and 
the defendants named in the petition 
are five men and the executors of a 
sixth, who were the six parties of the 
first part in the contract sued on, dated 
December 4, 1924, in which contract 
the late James M. Cox, of Hampton, 
Nebraska, was the second party, and a 
copy of the contract was attached to the 
petition as exhibit A. 

The last paragraph of said contract 
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reads as follows: “And whereas, the 
said M. T. McEvoy has given the first 
parties notice that he now desires to 
dispose of said stock; and whereas, J. 
M. Cox has expressed his willingness to 
take over from the said M. T. McEvoy 
the above described stock and will carry 
it for one year from this date on con- 
dition that parties of the first part will 
agree to protect him against any pos- 
sible loss that may come from his said 
ownership, and will guarantee him 
seven per cent. interest on his said in- 
vestment; and whereas we, the parties 
of the first part, not knowing at this 
time any one to whom said stock can 
be sold, in continuance of our loyalty to 
the corporations above described, do 
hereby enter into the foregoing outlined 
agreement with the said J. M. Cox, and 
do hereby personally agree to protect 
him against loss on the investment and 
hereby guarantee that it shall net him 
seven per cent. annual interest. We 
also agree to take over the said stock 
within one year from this date or as 
soon thereafter as we may receive no- 
tice from the said J. M. Cox that such 
is his desire. The said J. M. Cox in 
consideration of these agreements agrees 
that he will turn over the said stock to 
the first parties at any time he may 
receive notice from them that they have 
_ found a purchaser who will pay the 

same price paid by the said J. M. Cox.” 

The prayer of the petition prays 
judgment against the defendants and 
each of them for the sum of $8625 and 
interest, being the exact amount J. M. 
Cox advanced. 

To this petition the defendants filed 


answer, in which they admitted that 
Frank H. Cox was the executor of the 
estate of James M. Cox, and that the 
defendants had never repurchased or 
taken back the shares of stock, and 
denying each and every other allega- 
tion in the petition. A jury being 
waived, trial was had to the court. 
There was no dispute in regard to the 
making of the contract, but the defend- 
ants contend that an issue was tried, 
which was not set out in the pleadings, 
as to whether any tender was made, as 
required by law, of the stock involved 
in the contract of indemnity. 

It is clear from the contract, set out 
in the petition in this case, that James 
M. Cox did not desire to buy this 
McEvoy stock at all, and that, if he 
assisted by furnishing the money for 
taking it up from McEvoy, he would 
only do so on the personal written guar- 
anty of the six men who were parties 
of the first part, and that, upon such 
written guaranty being signed, the 
$8625 was charged against his account 
December 4, 1924, in the American 
State Bank, on their promise therein to 
protect him against loss, and, in addi- 
tion, to pay him 7 per cent. interest on 
the $8625. 

It appears that the first parties to the 
contract paid James M. Cox the 7 per 
cent. interest promptly, as provided in 
the contract, as long as he lived, for 
if the dividends from the shares of bank 
stock involved were not sufficient, they 
made up the difference between them. 

The district court, in finding for the 
appellees (defendants), found specifi- 
cally that at no time prior to the com- 
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mencement of the action had any tender 
been made of the stock described in the 
contract. The contract also covered 
stock in the American Bank Building 

Association and in the American Trust 
Company, but there is no question but 
what the stock in these small subsidiary 
companies was duly tendered, but the 
main contention is as to the stock in 
the American State Bank. It appears 
that, upon the failure of the American 
State Bank, upon November 19, 1929, 
a proposition was made that all of the 
stockholders therein should surrender 
their stock, and in that way avoid the 
double liability thereon, and that this 
reorganization wiped out all of the old 
stock, and a new bank, under a new 
name, issued new stock, and had en- 
tirely new officers and new stockhold- 
ers. This amounted to a dissolution, 
so far as these old stockholders were 
concerned. The certificate, No. 84, 
dated December 4, 1924, for 20 shares 
of stock involved in this contract, was 
surrendered by the executor February 
22, 1930, at the same time that the 
shares of stock owned by the appellees 
in the same bank were surrendered up 
for cancellation, and it was all a part 
of the same transaction, and it was to 
the advantage of all the stockholders, 
including all of the signers to this con- 
tract, that every certificate of this stock 
be turned in and canceled, so that all 
of them might avoid being held for the 
stockholders’ double liability. No al- 
legation was set up in the answer set- 
ting out a failure to tender back the 
stock certificate. The reorganization of 
the American State Bank of York was, 
to all intents and purposes, a dissolu- 
tion of the old bank, as even the name 
thereof was changed. 

It is insisted by the appellee that the 
plaintiff was required to plead -and 
prove a tender of this stock before he 
could sue for the loss thereon. The 
appellants (plaintiffs) insist that, of the 
six signers of the indemnity contract, 
one has died, and some of them live in 
separate towns, and that the only pur- 
pose of a tender is to keep a man from 
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recovering for the value of property 
and at the same time keeping the prop- 
erty. They insist that the appellants 
are suing on a contract which the ap- 
pellees are attempting to repudiate 
under their general denial. 

In Heywood v. Hartshorn, 55 N. H. 
476, a debtor offered to pay notes only 
on condition that they would be sur- 
rendered to him, but he was aware that 
the payee had taken the notes to an- 
other state and after his death they 
could not be found, and so the admin- 
istrator was unable to tender the notes, 
but was willing to give a receipt for 
the amount due. It was held that the 
maker should pay the notes but no in- 
terest thereon after maturity, at which 
time he was ready to pay them. Anno- 
tation 14 A. L. R. 1120. 

“Acts insuficient in themselves to 
make a complete tender may operate as 
proof of readiness to perform, so as to 
protect the rights of a party under a 
contract, where a proper tender is made 
impossible by reason of circumstances 
not due to the fault of the debtor.” 26 
R. C. L. 623, §2. 

“The act or omission relied upon as 
dispensing with the necessity of a ten- 
der must have occurred prior to the 
time fixed for performance on the part 
of the party alleging the default.” Hunt 
on Tender, p. 49. 

There is authority holding that a 
formal tender of shares is not necessary 
to fix liability on a purchaser for the 
breach of his contract, where the con- 
tract provides that the seller is to hold 
the stock and deliver it when called 
upon, or where the buyer declares his 
intention not to perform, or refuses 
to perform, his contract, and that in 
such cases it is sufficient that the seller 
is ready, willing and able to deliver 
the stock, and that this is especially 
true where a proper tender is made 
impossible by reason of. circumstances 
not due to the fault of the holder 
thereof. It has also been held that a 
tender is waived if the contract has been 
repudiated. It is insisted that, if the 
appellee desired to take advantage of 
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a failure to tender back the bank stock 
which had been surrendered up for 
cancellation, such issue should have 
been tendered by appropriate pleadings 
in the answer, and it is insisted that 
the appellees are estopped from insist- 
ing upon tender in the absence of plead- 
ing, and by permitting the appellants, 
to turn in this bank stock for cancella- 
tion without objection, and further, by 
their own acts in turning their own 
bank stock for cancellation. 26 R. C. 
L. 623-625; 38 Cyc. 134, 135; 14 
C. J. 701; Graham v. Frazier, 49 Neb. 
90, 68 N. W. 367; Prime v. Squier, 
113 Neb. 507, 203 N. W. 582; School 
District v. Shoemaker, 5 Neb. 36; Stras- 
bourger v. Leerburger, 233 N. Y. 55, 
134 N. E. 834; Rupard v. Rees, 94 
Okl. 49, 220 P. 893; McLeod v. 
Hendry, 126 Ga. 167, 54 S. E. 949; 
Galt v. Hildreth, 100 Neb. 15, 158 
N. W. 366, 3 A. L. R. 114. 

“Where the parties entered into an 
oral contract to repurchase the stock 
so issued and in pursuance of this con- 
tract did repurchase three hundred 
dollars worth of the same, such action 
by the parties places their own con- 
struction upon the meaning of the con- 
tract, and the meaning the parties so 
give to their own contract will be 
followed by the court.” Griffin v. 
Bankers’ Realty Investment Co., 105 
Neb. 419, 181 N. W. 169. 

“A contract with a corporation by 
which it sells certain of its shares of 
stock, and agrees to repurchase the 
same upon the happening of a certain 
specified event, is not ultra vires; and 
for a breach thereof the purchaser may 
recover of the corporation the amount 
agreed upon as the price of such re- 
purchase.” Fremont Carriage Mfg. 
Co. v. Thomsen, 65 Neb. 370, 91 
N. W. 376. 

Acts which, in themselves, are insuf- 
ficient to make a complete tender may 
constitute proof of readiness to per- 
form, so as to protect the rights of 
a party under a contract, where a 
proper tender is rendered impossible 
by circumstances not due to the fault 
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of the tenderer. Scheffer v. Coldren, 
237° Pa. Th. Sh A: SS, Aus Can. 
1914B, 175. 

If the property is entirely worthless 
to both parties, it need not be returned. 
Perley v. Balch, 23 Pick. (Mass.) 283, 
34 Am. Dec. 56. For instance, it has 
been held that worthless evidence of 
title need not be returned. Redding- 
ton v. Henry, 48 N. H. 273. 

We have found a New York case 
which is quite similar to the case at 
bar. In a law action which had been 
brought to recover, moneys advanced 
on an agreement to obtain street rail- 
way bonds or the money was to be 
returned at any time the plaintiff felt 
dissatisfied, the bonds were duly exe- 
cuted and delivered to a trust com- 
pany, which issued a certificate that 
it held the bonds. However, the 
franchise was not obtained for the rail- 
way, and plaintiff demanded the return 
of his money. The trial court charged 
the jury that, if the certificate had no 
value, it was sufficient to tender it at 
the trial. The jury returned a verdict 
for the plaintiff. The appeal was based 
upon the refusal of the trial court to 
instruct the jury that, if the certificate 
had not been tendered to the defendant 
before suit, their verdict should be for 
the defendant. Judge Bradley, of the 
court of appeals, held that the refusal 
to so charge was correct; that, if the 
certificate had no value, it is sufficient 
to surrender it at the trial, for the 
action was not founded upon a rescis- 
sion of the contract, but upon a con- 
tract to recover money which the plain- 
tiff claimed the defendant had promised 
to pay upon demand. Lewis v. An- 
drews, 127 N. Y. 673, 27 N. E. 1044. 

Several other errors are set out in 
the brief of appellants, but as a reversal 
is necessary on the question of tender, 
it will not be necessary to consider 
the other assignments. 

For the error of the trial court in 
finding that the plaintiffs, in order to 
maintain this action at law, must plead 
and prove a delivery or tender of the 
bank stock involved herein before 
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bringing suit, the judgment of. dismissal 
at plaintiffs’ costs is hereby set aside 
and reversed, and the cause remanded 
for a new trial. 

Reversed. 


PAYMENT OF CHECK LACKING 
PAYEE’S INDORSEMENT 


Texas Bank & Trust Co. of Sweetwater 
v. Withers, Court of Civil Appeals 
of Texas, 60 S. W. Rep. 
(2d), 1061 


Where a drawee bank pays a check 
- on which the indorsement of the payee 
is lacking and the payee does not re- 
ceive the proceeds of the check, the 
bank will be liable to the drawer. 

In this connection, the drawer of the 
check was under no obligation to 
examine his canceled checks when they 
are returned from the bank for the 
purpose of ascertaining whether they 
had been paid on genuine indorsements 
and his failure to notify the bank that 


the check was paid without the payee’s 
indorsement was not available to the 
bank as a defense. 

Suit by E. W. Withers against the 
Texas Bank & Trust Company of 


Sweetwater. 
tiff on 
appeals. 

Affirmed. 


From judgment for plain- 
directed verdict, defendant 


OPINION OF THE COURT 


HICKMAN, C. J.—R. E. Withers 
was indebted to G. C. Jones on a 
vendor’s lien note executed by one 
O'Keefe for the principal sum of $500. 
Appellee, E. W. Withers, the father 
of R. E. Withers, drew his check in 
favor of G. iC. Jones, or order, for $500 
upon the appellant bank. This notation 
‘was on the face of the check: “For 
O'Keefe note and transfer.” The check 
was delivered to R. E. Withers, who 
was to attend to the procuring of the 
transfer of the vendor's lien note from 
Jones to appellee. R. E. Withers 
understood that the note was payable 
at the First National Bank of Sweet- 
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water, and he took the check to that 
bank. At the same time he drew his 
check in favor of Jones for $33, the 
amount of interest owing- on the note. 
These two checks were delivered to the 
First National Bank of Sweetwater and 
a receipt was taken by R. E. Withers. 
This receipt had the following notation 
on its face: “Above amount to be 
paid upon surrender of transfer ex- 
ecuted by G. C. Jones and note at- 
tached.” Jones resided in Abilene, 
Taylor County, and appellee was not 
acquainted with him. The First Na- 
tional Bank, after receipt of these 
checks for the purpose stated, presented 
same to appellant bank without the 
indorsement of the payee, Jones, and 
they were cashed. The proceeds were 
not deposited by the First National Bank 
to Jones or to Withers, but that bank 
issued a cashier’s check payable to itself 
to evidence the account. A few days 
after the checks were cashed the First 
National Bank closed its doors and was 
liquidated by the Federal Banking De- 
partment. After the First National 
Bank had closed, appellee discovered 
that this check for $500 had been cashed 
by the appellant without the indorse- 
ment of Jones, and instituted this suit 
against appellant for the amount there- 
of. A jury was demanded, but at the 
close of all the testimony the trial 
judge was of the opinion that there 
were no issues to be submitted for 
determination by the jury and accord- 
ingly gave a peremptory instruction in 
appellee’s favor. 

The check for $33, drawn by R. E. 
Withers, is not involved in this suit. 

Appellant’s brief contains seventeen 
assignments of error, but they present 
but few independent questions of law. 

The first group of assignments com- 
plains that all the evidence came from 
interested witnesses, and that it was 
error to peremptorily instruct the ver- 
dict based upon the testimony of such 
witnesses even though that testimony 
was uncontradicted. We overrule these 
assignments. The check was introduced 
in evidence, disclosing that the payee’s 





178 


name was not indorsed thereon. The 
payee testified that he never saw the 
check or heard of it until after the 
closing of the First National Bank. An 
officer of the appellant testified that the 
check was cashed without the indorse- 
ment of the payee, and a former officer 
of the First National Bank gave like 
testimony. This evidence made out 
a conclusive case in appellee’s favor, 
unless same was overcome by the de- 
fensive matter next herein noticed. 

It is presented that the appellee, by 
the exercise of ordinary care, could 
have discovered, prior to the closing 
of the First National Bank, that his 
check had been cashed without the in- 
dorsement of the payee, and that, had 
he discovered that fact and notified 
appellant thereof promptly, appellant 
could have protected itself by collecting 
the amount of the check from said First 
National Bank. The facts are that 
appellant bank mailed to appellee a 
statement of his account, including 
canceled checks, at 4.30 p. m. on 
December 8th. This statement was 
probably delivered by the mail carrier 
to appellee’s residence about 9.30 or 
10 o'clock a. m. on December 9th. 
The First National Bank closed its 
doors at 3 p. m. on that day and did 
not reopen on the morning of the 10th. 
Appellee did not examine the back of 
the check to determine whether or not 
same was indorsed by the payee, and his 
failure to do so immediately is made 
the basis of the claim of negligence. 
We think the claim is without merit. 
It was appellant’s duty not to cash the 
check unless it bore the indorsement 
of the payee, and appellee owed no 
duty to examine the check for the 
purpose of determining whether appel- 
lant discharged its duty in that respect. 
In a case note in 15 A. L. R. page 166, 
the general rule is stated in this lan- 
guage: “The duty imposed on a de- 
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positer to examine his pass book and 
vouchers does not extend to an exam- 
ination of the signatures of the payees 
on the returned vouchers, as it is the 
duty of the bank to determine the 
genuineness of a payee’s indorsement, 
and the depositor is not expected to 
know his signature.” 

In a continuation of that case note 
in 28 A. L. R. 1437, the same rule 
is reannounced. 

In the case of Guaranty State Bank 
v. Lively (Tex. Civ. App.) 149 S. W. 
211, 213, affirmed in 108 Tex. 393, 
194 S. W. 937, L. R. A. 1917E, 673, 
the rule is stated in this language: 
“When checks are returned to a de- 
positor by a bank, he is not charged 
with notice that the indorsement there- 
on had been forged; but, when he has 
ascertained the genuineness of his signa- 
ture to the check and the correctness 
of the sum, he has performed his duty.” 

It would indeed be a harsh rule 
which would require a bank depositor, 
at his peril, immediately upon the re- 
ceipt of his bank statement, to ascertain 
whether checks drawn by him bore the 
genuine signatures of the payees. 
Absent this duty, appellee could not 
have been guilty of negligence under 
the facts of this case, and no issue 
thereof was presented for determination 
by the jury. 

Complaint is made at thé overruling 
of a motion by appellant to make the 
First National Bank and the receiver 
thereof parties to this litigation. A 
long bill of ‘exceptions appears in the 
record disclosing all facts with refer- 
ence to this matter. These facts clear 
ly absolve the trial judge of any abuse 
of discretion in view of the delay of 
appellant in making the request, and 
the assignments presenting this question 
are overruled. 

The ‘judgment of the trial court will 
be affirmed. 





FINANCIAL SITUATION ABROAD 


A MONTHLY SURVEY OF CURRENT FINANCIAL, ECONOMIC AND 
POLITICAL EVENTS IN OTHER LANDS 


HE high hopes entertained for the 

World Monetary and Economic 

Conference have failed of realiza- 
tion. Early in the sessions it was clear 
that there was to be no effective con- 
sideration of such vital problems as 
world debts and tariffs, but it was ex- 
pected that some action might be taken 
respecting the stabilization of currencies. 
This expectation was destroyed by the 
rather blunt message sent to the confer- 
ence by President Roosevelt, in which 
the President stated that the United 
States would not be a party to any plan 
for temporary stabilization, and pointed 
out that there were other matters of 
greater immediate importance to which 
the attention of the conference might 
well be devoted. From the first there 
had been a sharp difference of opinion 
between the countries still on the gold 
standard and the countries which had 
abandoned gold. The President’s mes- 
sage had the effect of widening this dif- 
ference and of practically disrupting the 
conference. 

While the President has been blamed 
for refusing to consider currency stabili- 
zation, which earlier he had favored, his 
change of view is defended on the 
ground of changed conditions in the 
United States. 

Several causes may be assigned for the 
failure of this ambitious assemblage. In 
the first place, it was numerically over- 
weighted. In the second place, it prob- 
ably was attempting too much. But, 
beyond these and other causes of failure 
which might be named, it is obvious that 
the nations of the world are at present 
in no frame of mind to take the joint 
action which many thoughtful statesmen 
and economists consider essential to a 
world recovery. The spirit of the times 
is, undoubtedly, nationalistic, and while 
this attitude of mind persists among 
nations it is useless to expect that they 
will take any definite steps looking to 
international agreement on matters re- 
garded as of vital interest. 


Deplorable as the failure of the Lon- 
don conference may be, the opinion was 
expressed in these pages last month that 
the future of the world was not depend- 
ent upon the successful outcome of this 
historic meeting. It is highly desirable 
that governments should so act as to 
facilitate the international operations of 
trade and finance; but, if they do not, 
bankers and merchants will still find 
means of overcoming obstacles and of 
maintaining their customary relations. 
It has been well said that it is the natural 
disposition of men to transact business, 
and this extends to international busi- 
ness as well as to that confined to the 
domestic realm. 

Evidence is not lacking that this coun- 
try is so much preoccupied with its own 
internal problems as to be in no frame 
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of mind to be diverted from their con- 
sideration to give attention to those of 
an international character, even though 
their adjustment might work to the ad- 
vantage of the United States. Appar- 
ently the thought is that we wish to 
demonstrate our ability to manage our 
own affairs before engaging in an at- 
tempt to manage those of the world. If 
our domestic policies succeed, then we 
may be in a better position to co-operate 
with other nations. 

Failure to take any action at London 
looking to a reduction in tariffs, this 
country seems to be turning to an al- 
ternative policy of entering into bilateral 
agreements, and negotiations with sev- 
eral countries are now proceeding. Some 
of these negotiations relate to European 
countries, but most of them are con- 
cerned with Latin America. While 
that part of the world ordinarily con- 
stitutes an excellent market for Amer- 
ican manufactures, trade is at present 
hampered by unfavorable credit condi- 
tions. Besides, many of the Latin- 
American countries are interested in ex- 
porting agricultural products which di- 
rectly compete with the output of Amer- 
ican farms. 

The gloom which might conceivably 
have encircled the world by the failure 
at London has not been in evidence, and 
chiefly because of the fact that every- 
where there are unmistakable signs of 
recovery. While these signs may be 
more striking in the United States, they 


180 


Head Office: Rome and 135 Branches 
Share Capital Paid Up Lit. 30,000.000. 


can be clearly seen in nearly every 
country of the world. Heretofore na- 
tions have emerged from depressions 
without the assistance of monetary and 
economic conferences. Based upon this 
experience, there is solid ground for the 
belief that they will do so again. 


GREAT BRITAIN 


In financial circles the most striking 
development in recent weeks has been 
the rapid rise in the gold value of the 
pound sterling to near its prewar parity. 
Talk of stabilization has been revived, 
but there appears to be no disposition of 
the government to take early action in 


the matter. Evidently the aim is to 
stabilize only when conditions are such 
that the rate fixed can be maintained. 

Manufacturing and trade are improv 
ing—somewhat more in the domestic 
field than in the international. Unem- 
ployment is diminishing, June showing 
a reduction of 145,000 compared with 
May, and of 309,000 compared with 
June of last year. 

British banks find profits more diffi- 
cult to earn because of continued low 
money rates and lack of demand for 
credit, a situation which leads to fur- 
ther investments. 

The industrial situation is thus tersely 
summarized in Lloyds Bank Limited’s 
Monthly Review for July: 

The improvement in business con- 
tinues, and both reports from the in- 
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dustrial districts and more general in- 
dicators show that there has been an 
appreciable increase in activity during 
the past two or three months. Unem- 
ployment is lower, retail trade is more 
active, there is a greater consumption of 
electric power, more new building plans 
have been passed and wholesale prices 
are rising. Both imports and exports 
have recovered after their April set- 
back, and there has been an increase in 
bank advances. 


FRANCE 


At the beginning of July almost all of 
the French industrial and commercial in- 
dicators showed an expansion, partly 
seasonal, of domestic business. Satisfac- 
tion in this internal improvement is tem- 
pered by the continued unsatisfactory 
condition of government finance as re- 
flected in the recent 2,000,000,000 franc 
treasury loan, and the further extension 
of the unfavorable foreign trade bal- 
ance. With the exception of several in- 
dustries such as machine tools, construc: 
tion equipment and coal, almost all of 
the major industries were more active 
during June on a firm or rising price 
level. Among those which registered 
the most definite increases during the 
month were iron and steel, rubber and 
leather and, to a lesser extent, lumber 
and automobiles. This recent increase 
in industrial activity is indicated by the 
continued rise in the general production 
index, which stood at 107 for April and 
averaged 1031/, for the first four months 
as against a monthly average of 96 for 
the year 1932. Unemployment is show- 
ing a steady downward trend, and at the 


middle of June stood at 264,000, ap- 
proximately 12 per cent. below the win- 
ter peak. The latest wholesale price 
indexes show a moderate decline, but at 
a decreasing rate and, with higher 
prices quoted for a number of raw ma- 
terials, it is probable that the downward 
movement has been checked, at least 
temporarily. Commercial and industrial 
centers with vital interest in the export 
trade are pressing for relief from the 
growing ,competition from countries 
with “free” currencies, and there is an 
increasingly large group in France who 
argue that some form of inflation will 
be required as a way out from the gov 
ernment’s financial difficulties. Imports 
to the end of May reached 12,702,000,- 
000 francs, slightly higher than for the 
five months of 1932; exports at 7,549,- 
000,000 francs were 11 per cent. lower. 
The unfavorable trade balance, 5,200,- 
000,000 francs, compares with one of 
4,100,000,000 francs for the 1932 period. 
The continuation of the high level of 
imports relative to exports and the sharp 
depreciation of several foreign curren- 
cies have stimulated further efforts to 
restrict imports by quotas or other 
measures. 


GERMANY 


Interest in Germany centers around 
the doings of the Hitler regime. Having 
abolished organized political opposition, 
the present government is now turning 
its attention to industrial affairs, and is 
evidently supporting a more conserva- 
tive policy than was contemplated earlier 
in its access to power. With this change 
of attitude, the apprehensions created in 
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some foreign countries over the triumph 
of Chancellor Hitler are diminishing. 
There has been of late a marked decline 
in unemployment, partly attributed to 
measures taken by the government. 
Foreign trade is showing some increase. 
But, despite a favorable trade balance, 
the Reichsbank continues to lose gold 
and foreign exchange. 


THE ARGENTINE 


The First National Bank of Boston 
received the following cabled informa- 
tion from its branch in Buenos Aires, 
under date of July 1: 

There was a favorable trade balance 
for May of 20,600,000 paper pesos, as 
against 42,100,000 in May, 1932. The 
British delegate is here arranging the 
manner of fulfilling the Roca Agree- 
ment. The May combined bank state- 
ment shows deposits up 7,000,000, loans 
down 11,000,000,* cash down 7,000,- 
000, cash reserve 24 per cent. 


Paper Pesos 
533,915,126 
285,428,389 
159,513,423 
1,322,375,196 


Gold reserve 

Commercial rediscounts 
Patriotic bonds 

Currency in circulation .... 


*Lowest since January, 1929. 


May, 1933 
19,000,000 
2,183,000,000 


Liabilities failures 
Bank clearings 
*Lowest since March, 1919. 


Stock exchange turnover 
Average net price of cedulas ............ 
*Highest since May, 1930. 
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May, 1933 
57,709,000* 


HUNGARY 


The proposed Hungarian budget for 
the fiscal year beginning July 1, 1933, 
places total expenditures at 1,173,300,- 
000 pengos and receipts at 1,097,100,- 
000 pengos, and therefore provides for 
an official deficit of 76,200,000 pengos. 
As compared with the estimated budget 
for 1932-33, expenditures are reduced 
by 34,000,000 pengos and receipts by 
110,200,000 pengos. The anticipated 
deficit will be met partially by the de- 
posit of treasury notes instead of cash 
in the foreign creditors funds for for- 
eign debt service. Negotiations with its 
foreign creditors will be undertaken to 
make this possible. The remainder of 
the deficit will be covered by an internal 
loan. Expenditures for the debt service 
for 1933-34 were placed at 101,200,000 
pengos as companed with 101,600,000 
in 1932-33; pensions at 147,300,000 
against 145,900,000; and the Ministry 
of Defense at 87,700,000 against 96, 
200,000, respectively. 


ITALY 


Italian industrial production continued 
to increase during May, and commer- 


April, 1933 
28,000,000 
1,805,000,000 


May, 1932 
17,281,000 
1,993,787,000* 


April, 1933 
38,905,000 
85.91 


May, 1932 
29,969,000 


85.50 90.10 
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cial centers report business improvement. 
Foreign developments, principally the 
evidences of improvement in the United 
States and the signing of. the Four 
Power Treaty Pact, have strengthened 
confidence. As a result of the increase 
in exports and the decrease in imports, 
the unfavorable trade balance has been 
reduced. Bank clearings were smaller 
during May and reductions were re- 
corded in the circulation, loans and dis- 
counts of the Bank of Italy. Retail 
prices continue to drop slightly, but the 
wholesale index has been rising steadily 
for four consecutive weeks. The bourse 
has been more active, and government 
securities have shown marked improve- 
ment. The government guaranteed loan 
of 600,000,000 lire for the electrification 
of the State Railways was doubly sub- 
scribed for in the first day. The budget 
‘deficit continues to mount, but the gov- 
ernment authorities are not alarmed. 
The foreign trade balance continues to 
be less unfavorable than a year ago. The 
tourist traffic, both foreign and domestic, 
is much better than last year and, in 
spite of exchange difficulties, prospects 
for summer travel are bright. 


In the past five years Italy has added 
to the roll of taxpayers 675,650 names, 
returning a total taxable income of 
2,037,000,000. lire. 


POLAND 


The gold reserves of the Bank of 
Poland stood on May 31 at 472,000,000 
zlotys and the foreign currency exchange 
at . 88,000,000 zlotys. The treasury 
bonds discounted amounted to 30,900,- 
000 zlotys. Sight obligations amounted 
to 156,000,000. Circulation to 1,003,- 
900,000. The total of notes and obliga- 
tions in circulation at the end of May 
was 14.56 per cent. above the statutory 
minimum. 

State finances for the first four months 
of the current year closed with a deficit 
of 107,238,000 zlotys, revenues for the 
period totaling 632,156,000 zlotys, as 
against 739,394,000 zlotys of expendi- 
tures. Both these figures show de- 
creases from the 1932 period by 12 and 
7 per cent., respectively. 

The deficit for the 1932 period is 
practically the same as in 1933 (105,- 
097,000 zlotys), owing to the fact that 


183 











184 


THE BANKERS MAGAZINE 





30,000,000 zlotys borrowed from the 
National Bank in April, 1932, were 
credited to “other revenues” and thus 
reduced the deficit for that month. 

The total money circulation in Poland 
during May was 1,329,600,000 zlotys, a 
decrease of 16,400,000 as compared with 
the preceeding month. Of the total 
sum 1,003,900,000 zlotys fall to the 
notes of the Bank of Poland, 231,800,- 
000 to silver coins and 93,900,000 to 
small money. 


INTERNATIONAL BANKING 
NOTES 


BarcLAys BANK (DoMINION, COLONIAL AND 
OversEAS). The board of directors of Bar- 
clays Bank (Dominion, Colonial and Over- 
seas) have declared interim dividends for the 
half-year ended March 31, 1933, at the 
rate of 8 per cent. per annum on the Cumu- 
lative Preference Shares and at the rate of 
44 per cent. per annum on the “A” and “B” 
Shares, subject, in each case, to the deduc- 
tion of income tax after making allowance for 
relief in respect of Dominion income tax. 


THE IMPERIAL BANK OF PERSIA. Subject to 
audit, the directors of The Imperial Bank of 
Persia propose paying a Final Dividend of 
seven shillings per share, plus a bonus of 
two shillings per share, both free of income 
tax, for the year ended March 20 last. 


WESTMINSTER BANK LimiTeED. The directors 
of Westminster Bank Limited have declared 
an interim dividend of 9 per cent. for the 
half-year ended June 30 on the £4 shares, and 
the maximum dividend of 6} per cent. on the 
£1 shares for the same period. The dividends 
(less income tax) were payable on August 1. 


HOW BRITISH BANKS DEAL 
WITH BANDITS 


BANK clerks of Lloyds Bank, England, set a 
perpetual example of the proper treatment of 
bank robbers the other day, when three men 
attempted to ho’d up the branch office in 
Scotswold road, the center of the meat-pack- 
ing district of Newcastle-on-Tyne. Not only 
did the bank clerks capture their men but 
they battered them about so thoroughly that 
at the trial all three appeared swathed in 
bandages. 

The robbers, masked and carrying revolv- 
ers, entered the bank a few minutes before 
closing time. While one held up the cashier, 
the other two leaped over the counter and 
started filling their pockets with notes and 
coins. The cashier was a man of action, 
however, and, grabbing up a heavy bag of 
coins, he flung it in the face of his opponent 
and then closed with him in a fist fight. 

Just at that moment a loud crash of break- 
ing glass echoed through the bank as a clerk 
in the rear smashed a window and shouted 
for help. The robbers made a dash to escape 
by the front door, but some enterprising bank 
man had closed and locked it. Trapped here, 
one of the bandits rushed toward a rear win- 
dow, only to run full into a brawny meat 
porter, who, without any words, knocked him 
flat with his pole. 

Meanwhile the alarm had been sounded, 
and police and firemen were arriving from 
all directions. ‘When they entered the bank 
the scene was one of great confusion. Bank 
clerks and bandits were rolling over and over 
on the floor pummeling each other, while 
strewn all about them were burst money bags 
and splinters of glass from the broken win- 
dows. One bandit attempted to hide in the 
bank vault, but was soon discovered and 
dragged off to jail with his companions. 
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Current Conditions in Canada 


HE Bank of Montreal Business 
Summary reports a marked up- 
swing in trade, with some impor- 


tant rises in the price level and a con- 
siderable increase in general employ- 


ment. In summarizing the situation, it 
says: 
The favorable business reaction 


throughout Canada which characterized 
April has extended into May and June, 
there having been a marked upswing in 
the volume and tone of trade, both for- 
eign and domestic, in the level of com- 
modity and security prices and in the 
extent of general employment. The 
betterment has not reached all indus- 
tries and improvement in some is not yet 
very pronounced. It is, however, a great 
gain in itself to have the long-continued 
fall in prices and production arrested 
and the plus replace the minus sign in 
statistical comparisons. 

The price level, which is the key to 
so much in the current economic situa- 


tion, rose in the case of the Dominion 
Bureau of Statistics wholesale index 
from 65.4 in April to 66.9 in May. The 
rise was principally in grains, livestock, 
cotton, wool, copper, lead, tin, zinc, 
silver and other raw materials. Wheat 
followed an erratic course, on levels 
higher than any since May, 1932. There 
was an abrupt rise followed by reces- 
sion in flour prices, with unsettling ef- 
fects upon trade. An advance in cot- 
ton was ascribed to unfavorable crop re- 
ports, increased activity in United States 
textile mills and inflationary measures. 
Copper was very firm, with offerings 
slow in coming forward at prices aver- 
aging a cent a pound higher. Silver 
prices have received a fillip under con- 
tinued speculative buying and later by 
repercussions from proceedings of the 
Economic Conference. 

Offsetting features were declines in 
iron and iron products, and in certain 
chemicals. Summing up for the more 
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important group indexes: total raw ma- 
terials went up in price from 53.3 to 


56.2; total Canadian farm _ products 
from 41.1 to 46.9; producers’ goods 
from 60.7 to 63.9; and total manufac- 
tured commodities from 69.7 to 70.6. 
Aggregate external trade of Canada 
in May, $79,035,000, was $6,600,000 
less than in the corresponding period 
last year, a decrease of $11,434,000 oc- 
curring in imports and an increase of 
$5,100,000 in exports of domestic prod- 
uce. The great shrinkage in value of 
Canada’s external commerce during the 
period of world depression is shown in 
a decline in imports from $1,198,087,- 
000 to $385,500,000, and in exports 
from $1,100,320,000 to $478,443,000 
in the twelve-month periods to May, 
1930 and 1933, respectively. In the 
two years, however, an adverse trade 
balance of $97,767,000 has been con- 
verted into a favorable balance of $92,- 
943,000, and it is noteworthy that dur- 
ing the last twenty-four months only 


four have shown an excess of imports 
over exports. The revenue side of the 
picture, however, is not propitious, rep- 
resenting a decline of $2,276,400 in 
customs collections compared with May 
a year ago; with excise and income tax 
decreases added, the total decline in 
Dominion revenues as between May, 
1933, and May, 1932, is $10,331,500. 

Car loadings have gradually increased 
in recent weeks, the gain of 1938 cars 
in the week ended June 10 over the pre- 
ceding week bringing the index number 
up to 65.63, the highest point for the 
previous thirty-four weeks. Loadings 
in that week were only 7 per cent. less 
than in the corresponding period a year 
ago, and in the case of all classes of 
freight an increase occurred over im- 
mediately preceding weeks. 

The increase in general employment 
for May as reported on May 1 by the 
Dominion Bureau of Statistics (based 
on returns from approximately 8000 
firms), was greater than in any month 
since September, 1931, the crude index 
rising from 76.0 on April 1 to 77.6 on 
May 1 (1926100). 

Building remains at a low range of 
activity. Contracts awarded totaled 
$6,514,000 in May, compared with 
$8,608,000 in April. This moved up 
the index, taking seasonal conditions into 
account, from 15.0 to 22.8, but the low 
level of the latter figure will be appar- 
ent. 

The statement of chartered banks at 
the close of April shows an increase of 
$41,091,000 in public deposits, of which 
$10,426,000 was in deposits payable 
after notice, these rising to $1,399,541, 
000. Note circulation expanded for the 
third month in succession, increasing 
$4,137,000 to the highest figure since 
July last. On the other hand, current 
loans continue to contract, being $11, 
890,000 less than in March, while ad- 
vances to banks under the Finance Act 
were reduced $9,100,000 during the 
month. Bank debits for May amounted 
to $2,649,000,000, as compared with 
$2,175,000,000 in May, 1932. 

From the same institution’s crop re- 
port, dated July 13, the following is 
learned: 
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Crops in the Prairie Provinces are 
entering upon the critical period with 
moisture conditions unsatisfactory over 
a wide area. Rains on a generous scale 
are required to promote growth and 
filling. In certain southern and cen- 
tral areas drought damage has been ex- 
tensive, and except in the northern por- 
tions of the provinces light yields are 
indicated. In Quebec recent rains have 
been beneficial to all crops except hay, 
the cutting of which should soon be 
general. In Ontario, while prolonged 
hot, dry weather adversely affected grain 
crops and pastures, recent rains in most 
districts have been beneficial and condi- 
tions generally are fairly satisfactory. 
In the Maritime Provinces crops gen- 
erally are two weeks late, due to cool 
weather in June, but are now making 
satisfactory progress. In British Co- 
lumbia, with a great improvement in the 
weather, crops in most districts are now 
ripening under very satisfactory condi- 
tions. 

The Monthly Letter of the Canadian 
Bank of Commerce reports marked im- 
provement in the forest industries. Its 
general survey reads as follows: 

The expansion in industrial produc- 
tion broadened during June so as to in- 
clude a greater number of trades, there- 
by offsetting a seasonal decline in some 
which were among the first to record 
improvement. The heavy industries, 
which are invariably the last to share in 
a general upturn, have become slightly 
more active, as also have numerous small 
manufacturers of special or luxury 
goods, while the volume of new orders 
offered the textile mills has been beyond 
the capacity of several units to execute 


promptly. With greater seasonal ac- 
tivity than a year ago, the automobile 
industry now has a better production 
record for the second quarter of the 
year than for the like period of 1932. 
What effect the recent lowering of crop 
prospects will have upon general indus- 
try is not yet determinable. 

Some of the most spectacular develop- 
ments of the past quarter are those in 
the forest industries, which were severely 
depressed until ‘March. Following a 
period of operations at about 40 per 
cent. of capacity and of uncertainties 
regarding new contracts and prices, the 
newsprint mills enjoyed such an active 
demand, lasting for longer than the 
usual seasonal period, as to raise their 
production in May to over 50 per cent. 
of capacity. Lumber production has 
risen steadily from a level which last 
winter warranted the description of con- 
ditions in the major area, British Colum- 
bia, as the worst known for many years, 
if, in fact, not the worst on record. The 
May cut in that province was over 60 
per cent. higher than that of April, and 
as yet there are no signs of recession. 
Elsewhere shipments of lumber have so 
increased as to reduce stocks consider- 
ably and to raise the question of whether 
summer cutting will not be necessary to 
meet the prospective demand. These 
marked changes in one of the most im- 
portant industries are due more to a 
wider foreign market than to expansion 
in the domestic field, although there has 
been some increase in Canadian build- 
ing as a result of larger construction 
contracts in June. 

A limited June rainfall and excessive 
heat at an unusually early period have 
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HOME OWNERS’ LOAN 
ACT OF 1933 


Full Text of the Law with Index 
and Analysis in Question 
and Answer Form 


HIS booklet also contains the 

full text of the Federal Home 
Loan Bank Act of 1932, indexed 
and analyzed in question and an- 
swer form. 


It presents all of the existing 
Federal legislation on the subject 
of home loans, so arranged as to 
make it possible to locate quickly 
and interpret the various pro- 
visions of the law. 


The new law creates the Home 
Owners’ Loan Corporation with 
a capital of $200,000,000 and au- 
thorizes the issuance of $2,000,- 
000,000 of 4% bonds, maturing 
within eighteen years, which may 
be exchanged for home mortgages. 


It repeals the direct loan pro- 
vision of the Act of 1932, but 
contains new provisions authoriz- 
ing direct loans on unencumbered 
property, and in cases where the 
holder of the mortgage refuses to 
co-operate. 


Price $1.50 per copy 


FEDERAL BANKING 
ACT OF 1933 


Full Text of the Law Indexed 
and Explained 


HE booklet contains the full 

text of the most important 
banking legislation that has been 
passed since the enactment of the 
Federal Reserve Act, completely 
indexed and explained. 


Many sections of the new law 
merely amend existing sections of 
the Federal Reserve Act by add- 
ing, altering, or striking out para- 
graphs. These sections standing 
by themselves are meaningless. 
In each instance, explanatory 
notes are appended setting forth 
the effect of the law as amended. 


The new law grants wide powers 
to national banks; authorizes na- 
tional bank branch banking; pro- 
hibits loans to officers; authorizes 
removal of officers by the Federal 
Reserve Board; prohibits the pay- 
ment of interest on demand de- 
posits; authorizes the Federal 
Reserve Board to regulate the 
rate on time deposits; removes 
the double liability penalty on 
national bank shares issued after 
the date of enactment; separates 
banks from their affiliates and 
makes many other far-reaching 
changes in the Federal Banking 
Law. 


Price $2.00 per copy 


The Banking Law Journal, 465 Main St., Cambridge, Mass. 
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EIGHTY y ARS 
and more of experience and familiarity with local business conditions have placed our organization in an 
exceptionally favorable position to undertake commercial banking, fiduciary and trustee business of every 
description in a country which, like the Philippines, is developing rapidly and offers considerable oppor- 
tunities to the foreign importer, merchant and investor. 


We solicit the agency and collection business of foreign Banks. 


wrought damage over a large part of 
the Canadian agricultural area, although 
the heat was beneficial in British Colum- 
bia, while the Maritime Provinces have 
had moisture and heat in the right pro- 
portions. Interest has of course been 
centered upon the Western grain belt, 
where, according to our calclulations, 
drought injury was severe over about 
one-third of the total grain acreage, 
made up chiefly of those districts which 


we noted in our preceding reports as de- 
ficient in moisture, namely, western Sas- 


katchewan and eastern Alberta; the 
southern and central sections of the lat- 
ter province and southern Manitoba 
were also drawn into the most seriously 
affected area. The redeeming features 
are that the extreme heat wave was of 
short duration and was followed by rain 
in many localities, which repaired some 
of the damage; and that in south-central 
Saskatchewan, the scene of the worst 
drought of former years, as well as in 
practically the whole of the northern 
prairie belt, the crops are still in a fairly 
promising condition. It is well to recog- 
nize, however, that moisture reserves 
have been greatly depleted in all sec- 
tions and that timely rains are urgently 
needed practically everywhere to ensure 
even fair grain yields. In addition to 
‘drought, the prairie farmers have had 
to contend with a highly destructive 


Inquiries and correspondence invited. 


spread of grasshoppers and plant disease. 
In Ontario some bountiful crops of early 
maturity are being harvested, but later 
crops, particularly spring grains, have 
suffered from a prolonged period of 
heat, broken only by occasional (and in 
some sections light) rains. In this prov- 
ince, also, as in Quebec, meadows and 
pastures show the effects of drought, 
but recent rains revived many fields. 

Wholesale prices, as measured by our 
index number, advanced from 63.89 on 
May 15 to 64.87 on June 15, thereby 
reaching the highest point since the 
early months of 1932. 

Royal Bank of Canada, attributing 
the improvement to the increase in busi- 
ness activity and the great improvement 
in the United States, says: 

With a rise in the prices of agricul- 
tural and mineral products, increased 
carloadings, a more than seasonal im- 
provement in employment and an in- 
crease in both the volume and unit value 
of exports, the evidence seems to show 
that the tide of business has turned and 
that its flow will quickly spread to those 
parched areas which have not yet felt 
the improvement. The increase in ac- 
tivity of business, together with the in- 
fluence of the much greater improvement 
in the United States, has tended to gen- 
erate an optimism which of itself helps 
to produce further improvement. 
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A MONTHLY DEPARTMENT DEVOTED TO BANK ARCHITECTURE 
AND MODERN BANK EQUIPMENT 


The Delayed Time-Lock 


By V. A. BATZNER 
Vice-President, National Citizens Bank, Mankato, Minn. 


The question of adequate protection against the daylight hold-up. menace is one which 
has grown more vital with each succeeding burglary. Many hankers. have been all too 
willing to lay such losses on the doorsteps of the insurance companies. The new 
insurance ruling, however, which was reported in the July issue of THE BANKERS 
MacaZINE, has tossed a part of the responsibility for hold-up losses back on the 
bankers. They must now have ample physical protection, and in such protection lies 
the ultimate solution of this problem. Even before this new ruling went into effect, 
some bankers were realizing their share of the burden and taking the necessary steps to 
carry it. This attitude is well expressed in Mr. Batzner’s address which was delivered 
before the Minnesota Bankers Convention in Minneapolis, Minn. The new insurance 
ruling and the consistent increase in hold-up losses should swing other bankers to 


Mr. Batzner’s viewpoint.—Editor. 


HEN profits cease to flow into 
the coffers of any business en- 
terprise the business soon lan- 


guishes and dies. The daylight hold-up 
of banking institutions in recent years 


has developed into a sizable and profit- 
able business for those so engaged. So 
it would appear that the most vulnerable 
point of attack in this particular line of 


business is the profits. Perhaps in the 
past we have been inclined to overem- 
phasize the physical danger and possible 
punishment involved in. the prosecution 
of this type of crime for the partici- 
pants. Neither of these two factors 
seems to be of sufficient weight or im- 
portance to deter the hold-up man. In 
fact during recent years it has been the 
experience of those engaged in the busi- 
ness of holding up banks that rarely 
does either of these two factors become 
operative. It therefore seems logical 
that we attack the problem from the 
angle of profits. I well recall when, in 
my early school days, one of the popular 
topics of debate was whether fear of 
punishment or hope of reward was more 
potent in controlling and directing the 
various endeavors of the race. View- 
ing this question from the standpoint of 
the daylight hold-up artist we must 
conclude that his hope of reward is far 
stronger than his fear of punishment. 
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You all have no doubt heard the story 
of the man who, upon being invited by 
some friends to play poker, advised them 
that he did not play for three reasons, 
and started to enumerate them. The 
first, he said, was because he had no 
money. His friends immediately told 
him he need not bother to tell the other 
two as the first was sufficient. So in 
my opinion the hold-up man will have 
to have only one reason for ceasing to 
engage in this so-called hazardous game 
—namely, the elimination of profits. 

The inclination on the part of a few 
to take from others their property by 
force has been in vogue ever since the 
human race carried stone hammers and 
lived in dark caves. It has been prac- 
ticed with varying degrees of success in 
all parts of the world by all races. The 
problem of successfully carrying on this 
sort of thing as a business for profit has 
been greatly simplified since a definite 
medium of exchange has been adopted 
by the commercial interests of the world 
and banking institutions in which this 
medium of exchange is accumulated for 
safety’s sake have been established. So 
in comparatively recent years there has 
grown up a class which has endeavored 
to live easily and luxuriously from the 
proceeds of wealth obtained by force 
from banking institutions. 
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Write for details 


ELLIOTT SERVICE CO., INC. 
242 West 55th St. New York 


You are all familiar with the fact that 
this particular business until a few years 
ago was always prosecuted at night with 
nitroglycerin, dynamite or the torch. To 
meet this situation the genius of a metal- 
lurgist was able to devise a combination 
of metals so fused that none of the above 
mentioned devices was able to force en- 
trance to the strong boxes that held the 
cash. So it was necessary that the 
gentry seek a new method of attack, and 
in the past few years the country has ex- 
perienced an epidemic of daylight hold- 
ups which have netted handsome profits 
to the operators. It was now up to the 
bankers to find some device or some 
method of defense to successfully com- 
bat this new practice. And out of these 
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MOSLER 
ELECTRICALLY-CONTROLLED 
DELAYED MOVEMENT TIMELOCK 


For Bank 
Holdup 
Protection 


with rotary 
hopper top for de- 
positing reserve 
cash without open- 
ing door, which is 
equipped with above 
timelock. There are 
many models of 
safes and lockers. 


THE MOSLER SAFE CO. 


New York Office: 
373 BROADWAY 


Locker 


Factories: 


HAMILTON, OHIO 


efforts came bandit barriers, bullet-proof 
glass, tear gas, and, very recently, the 
delayed time-lock. This last mentioned 
device appears in large degree to solve 
the problem. 

As you all no doubt know, the de- 
layed time-lock is a device which is so 
mechanically constructed that the op- 
eration of the combination dial auto- 
matically winds the time clocks, setting 
the time of opening ahead from ten to 
thirty minutes. This means that no one, 
regardless of the fact that he may know 
the combination perfectly and that he 
may work it correctly, can get into the 
safe before the time has expired which 
was set for the opening. 

The hold-up man appears, places a 
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gun at your back and asks you to open 
the money chest. You dial the combina- 
tion properly and it comes to a full stop, 
yet the bolts cannot be thrown. He can 
convince himself that the time-lock is 
operating by listening to the ticking of 
the clock, and he knows he must wait 
until a certain time elapses before the 
safe will open. We all know that time 
is the essence in the hold-up game and 
it is highly improbable that the hold-up 
man will hang around the bank from 
fifteen to thirty minutes to wait until 
the money is available. Banks using this 
device are usually well placarded and 
the safe itself bears a sign indicating 
that a delayed time-lock controls the 
opening. The hold-up man is familiar 
with this device, and once he knows that 
a bank is so equipped he will certainly 
be inclined to pass it up and go on to 
one where the possibility of success is 
greater. 

In the case of the smaller banks which 
depend entirely on safes and not on 


vaults for protection, the money can be 
transferred at the time of the opening 
of the bank into the chest equipped with 
the delayed time-lock. There the money 
can be kept during the day and is al- 
ways available for use within thirty 


minutes. For many years it has been 
prudent for bankers to protect their de- 
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positors’ money by insurance. Owing 
to the gact that daylight hold-ups have 
been so successful, insurance rates on 
this type of coverage have had a per- 
pendicular rise during the past few 
years. According to figures given me, 
since 1927 the rates have gone from 78 
cents per thousand to $20 per thousand 
in the present year in our territory. 

In the past the banker has undoubt- 
edly been too much inclined to rely upon 
his insurance and take only an apathetic 
interest in any aggressive movement to 
definitely stop hold-ups. The average 
banker appeared to feel that inasmuch 
as he had paid for the insurance he was 
under no further obligation to make any 
particular effort to thwart the bandit. 
As a result of this attitude of mind the 
way of the hold-up man has been com- 
paratively easy, his business profitable, 
and the insurance companies have paid 
the bill. This bill they have now passed 
on to bankers in the form of the rates 
above mentioned, until we are now con’ 
fronted with rates that are almost pro- 
hibitive. 

So it is high time and absolutely neces- 
sary that banks employ every known 
means of protecting cash from daylight 
hold-ups, and that they adopt every de- 
vice and use every effort to render futile 
and fruitless the attacks of the gunmen 
upon them. 


EQUIPMENT NOTES 


THE Fort Greene National Bank in Brook- 
lyn, N. Y., recently opened its new building 
at Atlantic and Flatbush avenues. Appro- 
priate ceremonies were arranged in celebration 
of this event. 


THE Salem Co-operative Bank (building and 
loan) of Salem, Mass., opened its new bank- 
ing quarters to the public last month. On 
the opening day officials of the bank were 
offered congratulations by many of the bank 
ers and business and professional men in the 
vicinity. 


THE Portland, Ore., branch of the Canadian 
Bank of Commerce, which has been located 
during the past sixteen years on Fourth and 
Stark streets, recently opened its new quar- 
ters in the Porter Building at Sixth and Oak 
streets, nearer the center of the financial 
district. This branch, established in 1865, 


will celebrate its seventieth anniversary in 
1935, according to plans now being laid for 
this commemoration. 


R. E. SHEPHERD, chairman of the board of 
the Federal Land Bank in Spokane, Wash., 
announced last month the plans for the erec- 
tion of a $100,000 addition to the bank's 
building. Negotiations for the purchase of 
adjoining property are under way, so that 
an annex may be erected in keeping with the 
Federal policy requiring all Federal farm 
credit agencies to be housed under one roof. 


THE Merchants & Farmers Bank in Gordo, 
Ala., is planning generally to repair and re- 
decorate its bank building. 


THE six-story building of the Manhattan 
Bank Building at Madison and Second streets 
in Memphis, Tenn., has been completely re- 
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The First National Bank, Wallingford, Conn. 





Chas. A. Holmes, New York, architect. 


Formerly of Holmes and Winslow. 


modeled and redecorated from top to bot- 
tom, entailing an expenditure of $15,000. 


On July 15 a branch office of the Bank of 
America, of San Francisco, Cal., was opened 
at Kingsburg, Fresno County, Cal. 


THE Enterprise Co-operative Bank of East 
Boston, Mass., has purchased the building at 
25 Meridian street, formerly owned and oc- 
cupied by the Sumner Savings Bank (now 
merged with the East Boston Saving Bank), 
and is now open for business at that address. 


THE trust department of the Liberty Bank 
of Buffalo, N. Y., has been transferred to 
more commodious offices on the second floor 


of the bank's building in Lafayette square. 
The manager of the department is George 
J. Kloepfer, vice-president of the Liberty Bank, 
who has as his assistant $. Grove McClellan. 


THE Pilgrim Trust Company, the first new 
downtown bank in Boston, Mass., for several 
years, opened its doors for business last month 
at 31 Milk street. A general banking busi- 
ness and a high-grade vault and safe deposit 
service will be conducted. 

The new bank opened with a capital of 
$200,000 and a surplus of $100,000. The 
former location of the Beacon Trust Co., at 
31 Milk street, is being used by the Pilgrim 
Trust Company. 





Effective Bank Letters 


KRETSCHMAR SERVICE 


@ Somebody in your bank knows that you should write better letters 
than you do. 
q@ Banks must again give positive attention to the potency of letters— 
because closer customer <ontacts are essential to improved business 
in the months: ahead. Letters expose more than acquaintance with 
rules of grammar and syntax. Their vital import is the message itself. 
@ YOU KNOW that in any bank 
mistakes in routine are bound to creep 
in, as are also matters for adjustment 
in which a depositor is at fault or his 
co-operation is to be gained. Frequently 
these require adroit handling. 
@ YOU KNOW that banks promise 
the soundest foresight and judgment, 
especially in perplexing fiduciary mat- 
ters. Yet in every day’s mail, from 
almost any bank, there can be picked 
letters revealing lapses in care, tact, and 
other thought of reaction not sensed by 
the officer signing, but which may 
weigh with the person addressed. 
@ EFFECTIVE BANK LETTERS is 
a service that is pronounced sound 
au under the scrutiny and use of hundreds 
A practical —— developed in of senior bank officers disposed to be 
serving large banks—now released mae : , 
in loose-leaf form, as a complete Titical. It is based on active, prac- 
unit. in 84 x 11 Malloy Binder. tical experience with all types of letters 
WRITTEN FOR PRESENT AND analyzed in expert service to repre: 
FUTURE OFFICERS. sentative banks willing to pay for indi- 
vidual attention. It contains many 
trust letters. It is the only service published that is likely to improve 
bank letters, both routine and special, to your public and to corre- 
spondent banks. Large banks own as many as sixty copies. 


ORDER BLANK 
Co-operative 1933 Price, $12 Single Copy. (Regular Price, $25.) 
THE BANKERS PUBLISHING CO. 
Kendail Square, Cambridge, Mass. 


Please enter an order for copies Effective Bank Letters (9 sections 
totaling 300 pages, 84 x 11) at a cost of $ 
1 to 5 copies, complete in Malloy Binder, temporary offer, $12 each 
5 to 10 copies, complete in Malloy Binder, temporary offer, 11 each 
10 to 15 copies, complete in Malloy Binder, temporary offer, 10 each 
A deposit of $10 accompanies this order and we agree to meet the balance upon 
delivery and presentation of bill. 
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A MONTHLY REVIEW OF CURRENT ADVERTISING AND NEW 
BUSINESS EFFORT BY AMERICAN BANKS 


These Bank Statements 


HE subject of bank statements 
seems to be the proverbial penny 
that is always turning up in these 
columns. We confess that we get quite 
“het up” over the invaluable potentiali- 
ties of these documents, and we lament 
long and loudly the fact that these possi- 
bilities still seem to remain latent and 
neglected. Many banks bemoan the 
fact that they cannot spend money for 
advertising as they would like to. They 
have to issue a statement. Why do they 
fail to recognize that, with a little in- 
genuity and scant extra cost (if any), 
their bank statement could be made as 
powerful a public relations instrument 
as any newspaper or magazine cam- 
paign? This is such a golden oppor- 
tunity thrown away that this depart- 
ment feels impelled to unburden itself 
on the subject every so often. 

In the past month many hundreds of 
bank statements have come into this 
ofice from all over the country. We 
fell upon them with a gleam in our eye 
to see whether, after all that has been 
said and done since March, bankers had 
availed themselves of the services their 
statements could render them. 

We looked and we looked—for some- 
thing we could understand, for some- 
thing that would make us stop and 
read. We looked at about 1200 state- 
ments—-and found twelve that were any 
different from the same old thing that 
goes directly into the wastebasket! We 
were appalled. 

However, there were some really ar- 
resting ones among the twelve (which 
we feel rather like framing!). The first 
oasis in the desert of meaningless figures 
was an attractive blue pamphlet from 
the Central Trust Company of Cincin- 
nati, O., which said on the front cover, 
“An easy-to-read and easy-to-uaderstand 
statement of the Strength and Standing 
of This Bank.” And, to our immense 


joy and relief, this was the truth. In- 
side were two columns. At the top of 
the left was the heading, “This is what 
we own—RESOURCES’,” and at the 
top of the right column was, “This is 
what we are liable for—LIABILI- 
TIES’. 
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FIDELITY UNION TRUST COMPANY 
Member Federal Reserve System 





The attraction value of striking photo- 
graphic effects is well employed by the 
Fidelity Union Trust Company of 
Newark, N. J., as this newspaper in- 
sertion shows. The idea is grasped at 
a glance, and the copy is merely sup- 
plementary. Other advertisements of 
this type show the different branches 
of the bank and their location advan- 
tages in a similar manner. 


To give an idea of what each column 
contained, we quote a few items listed 
(not in order) : 
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The cash we have on hand and the 
amount due us from the Federal 
Reserve Bank equal 

We have on deposit with banks in 
New York, Chicago, Boston and 
other cities 

We have loaned to our customers 
for use in their business and for 
other legitimate needs 

Customers are to pay us interest 
and other earnings which, ac- 
crued to date, amount to 


The items listed are the usual ones 
found in statements but explained in 
terms that mean something comprehen- 
sible to the average man. The various 
amounts are totaled and the totals are 
likewise explained intelligibly. The 
statement does not go into a lot of elab- 
orate detail, nor does it give any more 
information than the ordinary statement, 
but, while it gives no more information, 
it conveys the significance instantly to 
anyone who sees it. 


The First National Bank of Saint 


Paul, Minn., has issued “A Simplified 


Statement of Condition” which treats 
the material just as simply but with a 
slightly different system. Here are 
listed (with individual items explained) 
“Total Deposits and Circulation,” fol- 
lowed by a note saying, “We invest 
these funds conservatively, and in order 
to meet any request for the payment of 
deposits, we have:” after which comes 
a list of cash, loans, securities, real 
estate, etc., totaled as “Total to meet 
Deposits and Circulation.” Then come 
the items of Surplus, Capital, and Un- 
divided Profits, “constituting a very 
strong additional safeguard for our de- 
positors.” 

The statement of the Continental 
Bank & Trust Company of New York 
as it appeared in the newspapers was 
accompanied by a little exposition of 
“What a Bank’s ‘liquid position’. means 
to Depositors and to Borrowers.” 

One of the most startling statements 
we received came from the First Na- 
tional Bank of Englewood in Chicago, 
Ill. It was printed in the form of a 
broadside, and when we opened it we 
certainly sat up and took notice—which 
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we'll wager many another reader did 
too (more power to it)! In big black 
type, spread boldly across the top of 
the sheet, is announced “A Bank With 
a Clear Conscience and a Nation-Wide 
Reputation.” At the left, spaced be- 
tween two conspicuous red color spots, 
are four paragraphs over the signature 
of the bank’s president, Mr. Nichols. 
The paragraphs are quoted herewith: 

“Honesty, good banking and common 
sense require no secrecy. A bank that 
cannot make a clearly defined, detailed 
statement, telling you exactly where 
every dollar of your money has been 
invested, does not merit your confidence. 

“The condensed form of statement, as 
now used by the banking fraternity, 
might just as well never be issued for 
the little it tells you. 

“Demand the facts. It is your money 
and you have a right to know what has 
been done with it. If your banker does 
not ‘choose’ to lay his cards on the table, 
possibly it is time you were seeking a 
banking connection that does. 

“Our territory is not limited to a local 
district. Out-of-town firms and_ indi- 
viduals are also welcome. Why not let 
Uncle Sam deliver your deposit to our 
door? We may be reached through your 
nearest mail box.” 

Carrying out this policy, there is pub- 
lished on the rest of the broadside as de- 
tailed a statement as anybody could pos- 
sibly want, giving the year of maturity, 
par value, book value and name of every 
bond, note and loan. Of course, it 
would take some time to digest all of 
this detail, but it is all there, as clearly 
as possible, and nobody could complain 
that this bank withheld any information 
from its customers. The unusual format 
of the statement is necessary to draw 
interest to such a long list of figures. 
Issued in a dull, conventional leaflet, no 
one would bother to wade through it. 
In this form it is compelling. 

At the end there is a little note on an 
arrow going from the total deposits to 
the total liquid assets. The note is 
printed in red and says: 


“A bank deposit guarantee that really 
means something—not just a political 
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jackpot set up to ‘kid the public’ and 
prorate the losses of some of our ban- 
quet table bankers who do not ‘choose’ 
to make detailed statements.” 
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Unaccustomed as we are to hearing 
bankers speak up for themselves in this 
fashion, we are very much impressed 


and delighted. 


A Beautiful Misunderstanding 


Passerby, “for an honest bank.” 
“A what?” asked the Passerby, 
blinking in the lantern’s light. 

‘An honest bank,” Diogenes repeated 
hopefully. “I have a little money, you 
know, and I'd like to put it in a bank. 
A real good one.” 

“Aw,” said the Passerby, “there ain’t 
no such thing.” He peered at Diogenes 
and then asked in a well-known tone of 
voice: “Say, buddy, can ya let a guy 
have a dime for a cup of coffee?” 

Diogenes hurriedly doused his lantern 
and slipped sadly away, hidden in the 
gloom of 1933. 

There was no doubt that Diogenes 
was having his difficulties. He had 


I AM looking,” said Diogenes to the 


thought that he had finished, for good 


and for all, with the toils and the 
troubles of a weary world, only to find 
that some ironic quirk of fortune had 
plunked him right back into a wearier 
one. He lit his lantern again and scur- 
ried on through the murk. 

Pretty soon he came to a large, im- 
posing building, in which was a large, 
imposing office, containing a large and 
imposing Government Official. 

“I am looking,” he said to the Gov- 
ernment Official, “for an honest bank— 
one where my money will be safe.” 

“My good man,” said the G. O. ex- 
pansively, “any bank you pick is all 
right. The country is having a New 
Deal. We are going on to glorious 
heights of prosperity. The depression is 
over and green fields are ahead. As the 
country experiments and finds new 
methods of regulating industry, general 
business conditions will improve, and 
with this improvement will come a 
stronger basis for stronger banking. We 
are going back to fundamentals, my good 
man. Fundamentals!” 

“Yes, sir,” said Diogenes, “but if the 
banking system is changing won't some 


banks have trouble and maybe won't my 
money be tied up, or something?” 

“Tut,” said the G. O. “Put your 
money in any bank. Have faith.” 

“But—” Diogenes persisted, “I still 
don’t know—” 

“My good man,” said the G. O. with 
a touch of asperity, “this is my busy 
day.” 

Diogenes looked at the closed door 
and shook his head. His steps were a 
little feebler as he tottered down the 
long stairway and across the street and 
so up another long stairway. 

“Say,” he said to the Day Laborer 
who was on his way down, “is this an 
honest bank?” 

“Bank, she no good,” the D. L. burst 
forth volubly. “I make da mon’ an’ put 
him here. Now I go getta da mon’ and 
she no longer here. I got my wife and 
seven kids and noting much to eat, 
and can’t getta da mon’. Wife, she 
Sere 

“Yes, yes,” Diogenes broke in sooth- 
ingly, “but a Government Official just 
told me that all banks were good. Let's 
see what this says.” Diogenes peered at 
a sign hung on the door, his lantern held 
high over his head. “Ah, it says that the 
bank is closed for the protection of the 
depositors. You don’t have to worry; 
they're protecting you.” 

“T put in da mon’,” said the D. L. dog- 
gedly, “and now I go getta da mon’ 
and she no longer here. Wife, she 
OR aes 
“Well,” Diogenes murmured as he 
inched away, “it was nice to have met 
you. Sorry, but I have to skip. Re- 
gards to your wife.” 

A short distance up the street Di- 
ogenes ran into a Brisk Business Man. 

“Why,” said the B. B. M. in answer 
to his question, “that shouldn't be hard. 
Most any good-sized bank is all right. 
All the hullabaloo has been due to a lot 
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Trust Work OFTEN BEGINS 


IN THE MIDDLE 


Siti Aai rentveie was bent oat 
wished and filed, amd the 


Ic may not involve 4 home ot plant under construc 
thon, but usually undertakings of equal importance 
—<lteration in plans or necessity for meeting 
changed condinons, perhaps—call for prompt and 
weil consadered action The rounded expenence of 
Wachovia's directors, as well as of its fifteen officers 
and eweary-s1x employees who acvote thew entire 
time to trust work, make such action the sormal 
course bere 


Many estates contain real estate in some form, and 
the problems of improvement, leasing and sale of 
real properuies again call for experience and sound 
judgment. Wachovia has several officers and em 
ployees who devote chew entire time and attention 
to this phase of adminsstranon. 


WACHOVIA 
BANK AND TRUST COMPANY 


ASHEVILLE. HIGH POINT WINSTON-SALEM RALEIGH SALISBURY 





Depositor 
NO. 25,875 


Doesn't look much like « hnancer, does he’ 


But uf everybody could show the same steady progress that he 
can, money womes would be cut down very considerably 


REASONS FOR SAVING 
AT THE WACHOVIA 
OF course, he didn't do humself. His parents, and hus other 
relauves, and a few friends of the family, began to conmbute 10 
hus savings account at the Wachovia from the time he was born 


100,000 C asomers 
40 Years of Safery 
But laser on, if he has the nghe sort of backbone, he will add 


regularly to the account, on hes own hook and out 
of his own earnings 


Larges tthe Carona 

Sexe Wide Ofces 

Able Owecrorate — Conser 
cane Poleces 

Ample Capetat und Serptas 

Federal Reserve Member 
ot 


Ie doesn't mean anything to hem now, chat hes bark 1 «member 
of the Federal Reserve Sywem; that i is the largest im the 


one hundred cers on the dollar will mean even more 


WACHOVIA 


BANK AND TRUST COMPANY 


Assured Income on Savings 

Availabsliey— st 100 Cen 
0 the Dollar 

Deponsts or Withdrewals 
Can Be Made by Mail 








To sell anything, one must adapt the appeal to the prospect. 





Here are examples of 


contrasting types of ads used by the Wachovia Bank and Trust Company of Winston- 
Salem, N. C. At the left is one of the bank’s Trust Department advertisments which 


are of a technical nature, talking directly to a definite audience. 


A booklet on the 


Trust subject is described in the panel on the left. 
Human interest appeal is used for the advertising of the Savings Department in 


the example on the right. 


This department also adapts its sales arguments to its most 


promising groups of potential depositors, in this and other similar units. 

This bank recently issued a very attractive souvenir booklet on the occasion of 
its fortieth anniversary. A leader in its section of the country, the Wachovia is an 
adherent to the policy of steady advertising and continues to cultivate its public 


relations with notable success. 


of small banks going haywire that 
shouldn’t have been in business in the 


first place. I have experienced no difh- 
culty, myself. A slight inconvenience 
during the bank holiday, but that is all.” 

“Excellent,” exclaimed the delighted 
Diogenes. “At last I have found what 
I am seeking. And in what bank, pray, 
do you keep an account?” 

The B. B. M. made a little grimace. 
“To tell you the truth,” he confessed, 
“I'm on my way to withdraw my ac- 
count from X bank in order to transfer 
it to Y bank. Confidentially, the X 
bank is having a little trouble and I think 
the Y bank is safer.” 

Diogenes scratched his head and then 
asked in a tremulous tone of voice: “But 
what makes you think that Y bank is 
better than X bank? Can you give me 
any good reasons for transferring your 
account?” 


“Sure,” said the B. B. M. “Where 


there’s smoke, there’s fire. All you have 
to do is to live and learn and follow the 
crowd. Basing my decision on my bet- 
ter judgment, Y bank is very good. The 
X bank has seen its day. I heartily en- 
dorse the Y bank.” 

“But,” said Diogenes stubbornly, “how 
can you do that when all of your ex- 
perience has been with the X bank?” 

“Old man,” said the B. B. M., “go 
away.” 

A week or so later Diogenes was ap- 
proaching the final_stages of mental and 
physical exhaustion. Pathetically he 
looked at his lantern and said, “Lantern, 
we're in a helluva fix. I’ve seen carpen- 
ters, plumbers, electricians, brokers, sten- 
ographers, bootleggers, old ladies, execu- 
tives, clerks, salesmen, truck drivers, so- 
ciety dames, authors, contractors, bell 
boys and a thousand what nots. And 
none of them had a single helpful sug- 
gestion to offer.” 
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The lantern blinked sympathetically, 
for it, too, was tired. 

“None of them!” Diogenes repeated, 
waggling a finger. “Some were all 
against banks and others were all for 
banks. Not one out of ten knew what 
services a bank had to offer any more 
than I do. Not one out of twenty could 
make head nor tail of a bank statement 
any more than I can. Lantern, I’m get- 
ting sick of hanging on to this money. 
Let’s go find us a bank.” 

Almost immediately (for nearly every 
other building seemed to be a bank) 
Diogenes came across a big one that at 
least looked solid and substantial. With 
some trepidation, he crept through the 
high-ceilinged room, sat gingerly into a 
comfortable chair beside a glossy ma- 
hogany desk, surreptitiously dug a tenta- 
tive toe into the depths of the thick 
carpet, gulped, and said: 

“Please, sir, I'd like to open an ac- 
count.” 

“Ah,” said the Banker behind the desk, 
“that’s fine. Who recommended you?” 

“Why,” said Diogenes, a bit non- 
plussed, “‘no one, sir. I just figured that 
this was an honest bank and thought [I'd 
like to put my money here.” 

“Ah,” the Banker beamed, “it is in- 
deed an honest bank and sound as a 
dollar. Just look at this statement.” 

“T have,” Diogenes said gloomily. “It 
doesn’t mean a thing to me. All I can 
see is figures. And I can’t make head 
nor tail of them.” 

The Banker cleared his throat 
looked out the window. 

“Neither can anyone else,” said Di- 
ogenes defensively. 

“Hurrumph,” said the Banker, drum- 
ming on his desk. 

“Furthermore,” Diogenes 
gaining courage, “most people don’t 
know how you bankers work with 
money. They don’t know whether 
you're honest or crooked. They don’t 
know anything about you. They don’t 
know whether you’re making money or 
losing it: I think that most of them 
finally become reduced to sheer despera- 
tion and just go out and try to get their 
money in any bank so as to have it off 
their minds.” 


and 


went on, 


“Haw,” said the Banker. 

“Well, anyway,” Diogenes went on 
conversationally, “is this bank OK? I 
mean, are you liquid enough, or too 
liquid? Are people putting money into 
it faster than they are taking it out? Got 
many doubtful loans and, if so, what 
are you doing about them? Any rumors 
about the safety of the bank? Any serv- 
ice costs and why? How long have you 
been in business? Ever had any difh- 
culties to speak of? What sort of a 
record have you made in the past in 
building up the business of the com- 
munity?” 

The Banker blushed, seemed as if he 
were about. to speak, but didn't. 

“Say,” said Diogenes querulously, 
“what's the matter with you, can’t you 
talk?” 

“Certainly,” said the Banker in a 
strong voice. “We would be very glad 
to have you open an account with us.” 

“But what about all these questions 
and a hundred cthers that I have in 
mind?” Diogenes asked. “I've seen 
thousands of people and they can’t tell 
me, but I thought you might be able to. 
If you told me, I'd go back and tell 
them, and I feel sure that they'd be 
glad to know a little something about it. 
I bet they'd be much happier, too.” 

“T can’t,” said the Banker, mopping 
his brow. 

“Can't!” exclaimed Diogenes, clutch- 
ing his lantern tighter. 

“No,” said the Banker. “If I told 
you, and you went and told everyone 
else, then that would be advertising.” 

“Well, what of it—it wouldn’t cost 
you anything.” 

“IT know,” the Banker said, “but it 
would still be advertising. We have 
orders not to advertise, you see. How- 
ever, I'd be very pleased to accept your 
account.” 

Diogenes struggled to his feet. His 
face was one of despair and desperation. 
He shook visibly. Totally disregarding 
the Banker, he said: 

“Lantern, this territory is worse than 
Greece was. It’s about time we took 
another vacation.” 

Whereupon, both Diogenes and his 
lantern went out. 
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HOW BANKS ARE ADVERTISING 


OES the public consider banking 
D a cut and dried matter without 

human interest? Decidedly not, 
if the throngs that looked at a recent 
window exhibit of the American Trust 
Company, of San Francisco, Cal., are 
any criterion. 

The display was in the windows of 
The Emporium, San Francisco’s largest 
department store. Its theme was mod- 
ern banking methods as contrasted with 
those of 1854 when the bank was 
founded. 


Taagne all depositors of Bank 
of America living in ene community. « «+ That com- 
munity —“BANKAMERICA CITY"—1s the “sth larg- 
ext” city un the United Scates. In per capita wealth, 
+++ “BANKAMERICA 
CITY” 1s first too, in homes, automobiles, radios, and 


it 1s the first city on earth 


at all the other material measures of success. While 
19383 of comentment, security, and happiness its ciuzens 
: cae enjoy unmatched abundance. --- You can become a 
atte 1 pall citizen of “BANKAMERICA CITY” by opening a sav 


1,521,520 
igs account in Bank of America. Start saving today 


BANK of AMERICA 
eS 


Bank of America continues its exten- 
sive advertising with distinction. A 
rather novel idea is contained in the 
above copy, with its conception of a 
Utopian community of all Bank of 


America depositors. The ad on the 

opposite page is strictly practical and 

specific, dealing with one particular 
service of the bank. 


At one side of the window an old- 
time clerk with sideburns, frock coat and 
tight trousers, looking as though he had 
stepped out of the pages of a Dickens 
book, was sitting at a high desk and 
busily scribbling with a quill pen. 

At the other side of the window mod- 
ern bank clerks were operating the 
Burroughs Bookkeeping Machine, the 
Recordak (for making photographic 
copies of checks) and the Standard- 


Johnson coin sorting, 
wrapping machine. 

The old and new idea was likewise 
carried out in the background. On one 
side were pictures of the old buildings 
occupied by predecessor banks from 
1854 on. On the other side was a map 
of the San Francisco Bay Region, in 
which the American Trust Company’s 
branch system is concentrated, with 
flashing lights showing the location of 
each office. 

The center background was an ani- 
mated replica of the bank’s advertising 
trade-mark—a suspension bridge—with 
the slogan, “Links the Bay Region.” 
This trade-mark was especially attractive 
to the spectators, since two transbay 
bridges are now in course of construc- 
tion, one linking San Francisco and 
Oakland, the other, San Francisco and 
Marin County. 

The display was shown for ten days, 
and crowds stood before the window 
continually. It will be routed through 
the large department stores of the Bay 
Region cities. 


counting and 


IN times of stress, when everyone is 
scowling around under a load of con- 
centrated heavy thinking, planning and 
scheming, nothing is quite so refreshing 
and welcome as a little breezy optimism. 
The Detroit Savings Bank, Detroit, 
Mich., has put forth a series of ads back- 
ing up the policies and plans of the Ad- 
ministration. The series is illustrated 
with large cartoons, occupying about 
one-half of the space, which deal with 
general economic conditions. For ex- 
ample, one unit has a cartoon entitled 
“Going Up!—They All Go Up To 
gether,” showing the elevator in the 
New Deal Building with a beaming 
gentleman “named “Prices” standing in 
the elevator about to go up. 

From all directions others come run- 
ning in haste to get in the elevator and 
go up too, these gentlemen being labeled 
“Standard of Living,” “Employment,” 
“Wages” and “Purchasing Power.” The 
cartoons are all very well done and 
attract attention strongly, being humor- 
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ous in style yet pointed and timely. 
They “tell the story” aptly and intrigue 
the reader to go on to the copy. The 
copy following is not frivolous, but very 
sober and informative, containing per- 
tinent material as well as propaganda. 
It boosts Detroit and the New Deal, but 
without any objectionable spirit of bally- 
hoo to offend the outsider. This type of 
campaign is very difficult to execute, but 
in this case the idea is handled well and 
the effect is successfully achieved. 


ANOTHER bank has attempted a little 
press-agenting for its city, approaching 
the problem from another side. The 
Chicago Title & Trust Company, Chi- 
cago, Ill., is running a campaign of 
twelve ads during the time of the Cen- 
tury of Progress exposition. The units 
of this series discuss the significance of 
real estate values in Chicago, presenting 
the details and results of a survey made 
on this subject covering its development 
during the past century. The bank 
itself has never been in the real estate 
business, but has the usual banking con- 
nections with it. The interpretation of 
the facts disclosed by the survey is pre- 
sented by the bank, stating that there 
has been steady progress and that in- 
vestment in Chicago real estate is an 
activity to be encouraged. This cam- 
paign should gain the good will of Chi- 
cagoans as well as the interest and action 
of visitors to the city during the period 
of the exposition. 


AN interesting and readable little paper, 
entitled “The Independent,” is put out 
by The American National Bank of 
Santa Monica, Cal., which describes 
itself as “A Journal of Economics as 
Applied to Everyday Human Relations.” 
In this eight-page paper, questions of 
timely importance are discussed with 
quite surprising fearlessness and vigor, 
which is most pleasing. It is evident 
from a reading of “The Independent” 
that someone in the bank has very earn- 
est and sincerely strong feelings on the 
wav business should be carried on, and 
that, while the bank is relatively small, 
it is keenly alive and progressive, as well 
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as fully aware of its duties to its deposi- 
tors. 


THE Denver National Bank of Denver, 
Col., has gone locally patriotic too. In 
its publicity the bank has urged citizens 
to “Save for a Colorado Vacation,” and 
now that summer is here it is advertis- 
ing “Take Your Choice of Vacations— 
They're All in Colorado,” listing one 
hundred places of beauty and interest. 
Of course, if money spent on vacations 
is kept within the state, the business of 
the state is benefited much more than if 
people wander elsewhere at the time 
when they are out to spend money. The 
purpose of the campaign is to keep vaca- 
tion money in circulation within the 
Colorado boundaries, which will help 
the bank eventually. 


Put your securities 
DS 
ina Custody Account 


make Bank of America 


your financial secretary 


Do you own many securities? If so, you 
know the endless bother they involve — the tiresome detail of watchin), market 
developments aftectuny, them, of selling. exchanging, of of otherwise handling 
them «+ + You can spare yourselves all thas by placing your securines in a Bank 
ot America ony accoun Then you own your securities — they no longer 

own you + + + A Kank of America custody account gives your securities che 
protection of our vaults plus the constant attention of secunnies experts 

always vies 
to your orders for sale or other disposition Income and matured principal 
are collected and credited to your account You are protected in the event 
of redemption calls, meetings, and re-organizanons. In shor, a custody 
account 15 equivalent ro having an experienced financial secretary at 4 cost so 
small as to be almost negligible + ++ 


In a custody account your securities remasn strictly your own 


May we give you complete information ’ 
BANK of AMERICA 
MATIONAL TRUST & SAVINGS ASSOCIATION 


OPERATING on a contrary point of view, 
the National City Bank of New York is 
sending out a schedule of foreign mail 
steamer sailings, on which are advertised 
their travelers letters of credit, travelers 
checks, commercial credits, foreign 
drafts, cable transfers, bills of exchange, 
etc., and services of the bank in these 
connections. 





THE BANKERS MAGAZINE 


Public Relations Conference 


HE importance of pubic relations 
has assumed such large proportions 
this year that the eighteenth 
annual convention of the Financial Ad- 
vertisers Association will be an event of 
exceptional significance. It is to be held 
at the Waldorf-Astoria Hotel in New 
York City, September 11-14, and will 
be attended by the country’s most promi- 
nent and able men in the banking world. 
Masters of the subject of public rela- 
tions will lend their valuable experience 
and advice in speeches and conferences. 
It will be a most worthwhile convention 
to participate in. 

The keynote, the “Banker’s Obligation 
to the Public,” will be discussed from 
the standpoint of the commercial banker 
and from that of the investment banker, 
and these two addresses will provide the 


An Invitation to Discuss 
Credit Requirements 


Reviving business increases the de 
mand for commercial bank credit. 
This is a commercial bank. Its offi- 
cers seek the opportunity to discuss 
credit requirements with the finan- 
cial executives of sound enterprises. 


This Bank always has money to 


lend to sound business. 


CONTINENTAL ILLINOIS 
NATIONAL BANK AND 
TRUST COMPANY 


OF CHICAGO 


This Chicago bank has expanded its 
newspaper advertising from the limi- 
tations of the local press, the first of 


this series appearing the day on 
which the Century of Progress exposi- 
tion opened in Chicago, and which 
event the ad announced. Since that 
date the bank has been using space 
for ads similar to the above, some- 
times with the same material in the 
body of the copy, but each time with 
a different headline. 


background on which the rest of the 
program is built. 

Col. Allan M. Pope, president last 
year of the Investment Bankers Asso- 
ciation, will make one of the keynote ad- 
dresses. 

“The Advantages of a Long Time 
Public Relations Plan,” dealing . with 
the conscious determination of a goal 
and a consistent program to attain that 
goal, will be presented by an almost 
equally well-known banking figure, the 
announcement of whose name is not yet 
authorized. 

John Puelicher, former president of 
the American Bankers Association, has 
agreed to speak on training the bank’s 
staff in public relations. Mr. Puelicher 
is president of the Marshall and Ilsley 
Bank of Milwaukee, Wis. ; 

Bayard F. Pope, chairman of the ad- 
visory committee of the Marine Midland 
Trust Company, has accepted an invita- 
tion to speak on the selection of public 
relations personnel and what the banker 
should expect of his public relations de- 
partment. 

Thomas R. Preston of Chattanooga, 
Tenn., past president of the American 
Bankers Association. president of the 
Hamilton National Bank, Chattanooga, 
and one of the best known bankers in 
the south, has consented to speak on 
“The Customer’s Responsibility to the 
Bank,” developing the mutuality of in- 
terest between customer and bank. 

Henry Bruere, president of the Bow- 
ery Savings Bank in New York City, 
who is conceded to have broken more 
precedents than perhans anv other lead- 
ing banker in recent years, has accepted 
the topic. ““A Business Man Comes into 
Banking.” - Mr. Bruere came to the 
Bowery Bank several years ago from the 
business world and is credited with hav- 
ing destroyed many of the cobwebs of 
banking tradition. 

Other subjects will be “How Omnis- 
cient Can a Banker Be?” and “When 
the Public Has Lost Confidence What 
Can We Do?” The speakers on these 
tonics are yet to be announced. 
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SIGNIFICANT EXTRACTS FROM CURRENT COMMENT 


HOW TO LOWER TAXES 


“The only way to really lower taxes 
is to spend less money.”—Governor 
Ritchie of Maryland. 


SOUND MONEY DEFINED 


“Now what is sound money? Sound 
money is a measure of commodities in 
something in which the people have con- 
tinuing confidence, that in itself is fixed 
and constant in quantity in the nominal 
measure, that carries within it such 
elasticity as to outstanding amounts as 
will satisfactorily meet the business re- 
quirements of the nation in their normal 
rise and fall, that provides a ceiling to 
its powers of expansion that will stop 
an ascending curve of accelerated busi- 
ness activity with the least possible harm, 
that will contract sufficiently to reduce 
the tax of carrying it during a descend- 
ing curve of business and that will ex- 
pand sufficiently from the lower part of 
the curve to make possible the rebuild- 
ing of the business structure when de- 
flation has reached a normal low. The 
reserve gold standard in the United 
States is such a money and will continue 
to be just as long as it is not tampered 
with and the quantity of gold in the 
unit of measure remains the same.”"— 


Fred I. Kent. 


THE PRINTING PRESS METHOD 


“We have never pulled ourselves out 
of an economic depression through the 
printing press or the creation of unsound 
banking conditions.”"—Raleigh S. Rife, 
economist of the Guaranty Company, 


New York. 


PRESENT DANGER OF SPECULA- 
TION 


“The great thing I have to fear is too 
high a degree of speculative activity 
with its inevitable reaction. If what 
people think about coming prosperity 
keeps within the progress of industrial 


activity already achieved and its im- 
mediate prospects, then no harm can 
come. But, if the hopes for the future 
dash tragically ahead of existing facts, 
then the effect upon America and the 
rest of the world of disillusionment may 
be something too fearful to contemplate. 
American psychology and the ability to 
rocket ahead on the Stock Exchange out 
of relation to immediately realizable 
facts are the greatest obstacle to the suc- 
cess of the President’s program.’—Sir 
Josiah Stamp. 


HORSE RACING AND SPECULA- 
TION 


“In this country there is entirely too 
much interest in stock prices. It would 
be advisable to have betting on horse 
races made respectable, so that the pub- 
lic would be less interested in betting on 
securities. Unintelligent speculation on 
horse races does no general harm, but 
unintelligent speculation in securities in- 
creases the country’s economic instabil- 


ity. —Professor O. M. W. Sprague. 
THE LENDING OF MONEY 


“It has never before been considered 
wrong to borrow money or to lend it.” 
—J]. P. Morgan. 


WHEN PRICE MANIPULATION 
FAILS 


“Over a long period of time we have 
succeeded in convincing ourselves that 
we can control our material destinies 
by manipulating prices. We assume 
that the economic statesmanship of the 
past has actually done so, and therefore 
very naturally we suppose that this is 
what the economic statesmanship of the 
present should try to do. No one is 
succeeding just now—that is, no one 
is obtaining the credit for a success of 
circumstance—and therefore we are 
quite justifiably alarmed for the future 
of economic statesmanship. But I be- 
lieve that no one does because no one 
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can, and that no one can now for the 
same reason that no one ever has: 
because the material realities of our 
civilization never have been controlled 
by the conjury of pecuniary logic.”— 
C. E. Ayres, in American Economic 
Review. 


BUSINESS HAS THE LEAD 


“The Government at last is giving 
us the lead. What is business going 
to do about it.”"—H. Bertram Lewis. 


A NEGLECTED VIRTUE 


“Confession of ignorance is a virtue 
sadly neglected in this confident age.” 
—Mark Sullivan. 


A HERMIT’S LIFE 


“Ignoring all realities, all nations have 
strenuously pursued the policy of eco- 
nomic isolation, each futilely and 
foolishly striving to live a hermit’s life.” 


—Cordell Hull. 


PRACTICE INSTEAD OF THEORY 


“With all respect to the great ability 
of modern economists, there was prob- 
ably never a time when it was more 
necessary that their theories should be 
tested and endorsed by practical bankers 
and business men before they are car- 
ried into practice. And it seems the 
more necessary to say this because, 
while for a host of reasons bankers 
are slow to express openly their care- 
fully considered opinions, our econ- 
omists certainly cannot be accused of 
hashfulness or timidity in that respect.” 
—Bankers Magazine (London). 


STABILIZATION AND GOLD 


“T regard a stabilization of the ex- 
ternal value of currencies as an abso- 
lutely indispensable preliminary to the 
economic pacification of the world. 

“Exchange instability ranks with 
unemployment as the most obvious 
symptom of decay. An agreed scheme 
of ‘international exchange stabilization 
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would therefore act as one of the most 
psychological forces that one can im- 
agine. 

“Given that stabilization is a neces- 
sity, I proceed further to argue that it 
is only possible upon the basis of the 
restoration internationally of the gold 
standard.”—Professor T. E. Gregory, 
London School of Economics. 


THE INTERNATIONAL FRAME 
OF MIND 


“No one who has surveyed the facts 
and watched their progress can doubt 
for a moment that the experiences of 
the last few years have proved that a 
purely national economic policy in this 
modern world is one which, by impov- 
erishing other nations, impoverishes 
those who pursue it. No nation can 
permanently enrich itself at the expense 
of others. Mutual enrichment is a 
condition of individual enrichment. 

“The nearer we can make the world 
an economic unit the better will it be 
for each nation. In any event, interna- 
tional co-operation is our best way to 
national recovery, and the nation which 
looks after itself in an international 
frame of mind will not only lead the 
world in enlightenment but in well- 
being.”—J. Ramsay MacDonald, open- 
ing World Economic Conference. 


THAWING OUT THE ASSETS 


“The way out of this squirrel wheel 
becomes apparent when we look coolly 
at the problem. The depositor’s money 
isn’t frozen in the bank; it’s frozen in 
the inventories of merchants, in securi- 
ties, in residences, in accounts receivable. 
The obvious solution is not to toss the 
assets to hoarders whose money was 
dragged out of the banks, but to give 
the depositors a chance to get what their 
deposits paid for; and simultaneously to 
build a reserve for the protection of the 
old and inactive, who can’t afford to 
spend all at once. 

“We propose that the receiver shall 
announce to the depositors, in substance, 
‘If you have $500 in the bank, we'll im- 





WHAT THEY SAY 


mediately pay you what cash we can 
(let's say $50 for example) and then 
issue you certificates saying how much 
more we owe you (in this case $450). 
We will see to it that the butchers, the 
grocers, the dentists and the landlords 
who owe the bank money, accept these 
certificates in trade or on account, so 
you can use them to buy necessities and 
pay bills. They may require you to 
pay part cash, or they may take the cer- 
tificates at discount; but competition and 
pressure on the debtors will keep this 
within control. In other words, we offer 
you spending power so the bank can 
liquidate, instead of holding up your 
spending power because the bank can’t 
liquidate.” °—-Michigan Tradesman. 


THE ONLY SAFE WAY TO PRO- 
VIDE MEN WITH MONEY 


“The building up of industry so 
that it may be earned is the only safe 
and effective way to provide men with 
money. Inflation that means the dis- 


tribution of gifts may carry a tem- 
porary stimulation to business, but it 
will be followed by the activity of the 
inevitable forces of destruction which 
have been the aftermath of all such 


attempts to meet financial problems 
throughout history.”"—-Fred I. Kent at 
A. I. B. Convention. 


IN DEFENSE OF BANKERS 


“Bankers as a class are, as honest as 
men in any other line of business, and 
the unfortunate peculations of a few 
overzealous, misguided or crooked bank- 
ers is no justification for drawing a 
blanket indictment against bankers as a 
class, as was done recently at a public 
hearing in Washington, according to 
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press reports. Thousands and thousands 
of experienced bankers, true to every 
trust and always mindful of their obliga- 
tions to their customers, have carried 
forward in their respective institutions 
and safeguarded the business and finan- 
cial rights of their respective communi- 
ties up to the present day in spite of 
unprecedented difficulties. How could 
18,000 banks pay off in cash fifty billions 
in deposits at one and the same time, 
when the total money in circulation was 
only about five billions? In view of all 
the circumstances, the wonder is that 
14,000 banks in America are now doing 
business on an unrestricted basis.”°— 
W. S. Elliott, president, Georgia Bank- 
ers Association. 


PLANNED ECONOMY 


“Out of the welter of views as to 
the causes of depression, the American 
people finally have become convinced 
that the laissez-faire economy which 
worked admirably in earlier and simpler 
industrial life must be replaced by a 
philosophy of planned national econ- 
omy”—Henry T. Harriman, president, 
United States Chamber of Commerce. 


SAVINGS BANKS IN A UNIFIED 
SYSTEM 


“In view of growing sentiment for a 
unified system, savings banks must not 
be left out on a limb. Guarantee of de- 
posits will come sooner or later, and we 
must guide such legislation. If deposits 
are guaranteed, mutual savings banks 
cannot afford to stay out, and hence 
they must consider legislation with a 
view to being included..—Robert L. 
Houguet, vice-president, Emigrant In- 
dustrial Savings Bank, New York. 




















Are You Going to Get Your 


Share of Business in the Recovery? 








HETHER or not we have actually turned that long awaited ‘‘corner’’ 
it seems to be generally agreed that things are on the mend. Indus- 
trial production is increasing; more and more men are going back to work. 


How generously your bank will share in these better times depends upon 
how effectively you adapt your advertising and selling plans to new conditions. 


Now is a good time to consider the possibilities of your trust department 
as a source of profit to your bank and its stockholders. And here is a book 
which is the last word on trust development—tells you how to gauge the 
potential market for trust service in your community; tells how much it is 
worth while to spend getting it; and then goes thoroughly into the technique 
of advertising, merchandising and selling trust service. 





New Business for 
the Trust Department 


By THEODORE TEFFT WELDON 






THIS is the only book ever published which 

takes up the whole sales problem of the trust 
department and discusses every phase and facet 
of this highly professional function. It attacks 
the questions in their large sense as well as 
minutely and individually. It takes its theme 
from conditions as they are today, and is thor- 
oughly up to the minute. 
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Many Illustrations 






‘Theodore Tefft Weldon 

The book contains dozens of graphs, charts, 
illustrations, tables, advertisements, mailing 
pieces, record forms; and teems from beginning 
to end with examples of successful practices and 
plans. It should be read repeatedly, referred to, 
and become a text book for all trust officers and 
their assistants when considering the growth of 
their departments. It is invaluable to the 
seasoned solicitor, and a veritable gold mine of 
information to new salesmen. Advertising men 
will find it an inspiration in preparing copy. 
Directors and heads cf banks will gain from it 
an authentic picture of the value of trust activity, 
and a gauge with which to measure the efficiency 
and soundness of the department's advertising 
and selling technique. 


BANKERS PUBLISHING COMPANY, 465 Main St., Cambridge, Mass. 
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“| have always thought 
that Ted Weldon certainly 
knew his stuff, and his 
book proves it. | am espe- 
cially intrigued by chapter 
two. This is the type of 
analysis | have never seen 
before.” 


—DON KNOWLTON 




















Enthusiastic Reception for 
the only complete treatise on— 


New Business for 
the Trust Department 


By THEODORE TEFFT WELDON 


“IT have awaited with a great deal of interest the 

publication of Mr. Weldon’s book, ‘New Business 

for the Trust Department.’ The book came to my W. E. BROCEMAN 
desk this morning and, after spending a large portion Assistant Secretary 
of the day in going through it, I am more than Northwest Bancorporation 
pleased with its contents.” Minneapolis 


“Mr. Weldon’s style is excellent, his exposition clear, 

and while one may not agree entirely with him he 

stimulates constructive thought in every chapter. It 

is a book that an executive can incorporate into his 

Ww. a. BROWN own thought and develop the ideas it thoroughly 
Assistant Vice-President in the weekly meetings of the trust representatives. 
Old Colony Trust Company It is not often that one has an opportunity to recom- 

Boston mend a book of this type so highly.” 


“I certainly share your enthusiasm for Ted Weldon’s 

new book, ‘New Business for the Trust Department.’ 

It is seldom that one finds in one individual the 

various qualities that are combined to create this 

book. The sales, the advertising and the trust view- 

point are admirably combined in it in a very forceful 

and happy style. It is seldom that a trust man is TOWNER FaSLAS 

also an advertising man and a salesman. Ted Weldon St. Louis Union Trust Company 
is all of these and the fact reflects in his book.” St. Louis 


Examine This Valuable New Book at Your Own Desk 


UT you don’t have to take the word of the publisher nor the recom- 
mendations of these men as to the value and usefulness of this new book. 
All you have to do is fill out and mail the approval order blank below and the 
book will come to your desk for ten days’ free examination. If it doesn’t 


come up to your expectations, you have only to return it and the transaction 
is closed. 


APPROVAL ORDER 


BANKERS PUBLISHING COMPANY 
465 Main Street, Cambridge, Mass. 
Please send me for examination a copy of “New Business for the Trust Depart- 


_ment” by T. T. Weldon. After ten days I will either return the book or send you 
my check for $5. 
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THE PRiMER OF INFLATION. By Earl Spar- 
ling. New York: The John Day Com- 
pany. $1.50. 


As this book deals with a subject uppermost 
in the public mind, its appearance is timely. 
And it is most instructive, and should be 
convincing, in relation to a problem about 
which much confused thought exists. 

In view of the evidence presented, it is 
dificult to understand how any nation in its 
senses should voluntarily enter upon a path- 
way beset by so many perils as that which 
the way of inflation presents. 

Against the numerous examples of the 
disastrous effects of inflation, only two in- 
stances are given where this dangerous course 
has been subjected to a measure of control— 
the greenback era in the United States dur- 
ing the Civil War, and the more recent ex- 
ample in England. As to the latter country, it 
must be borne in mind, that, while the cur- 
rency had largely expanded prior to the re- 
turn to gold in 1925, since the departure 
from gold in 1931 the currency has not been 
increased but lately has been reduced by some 
£15,000,000. 

The author does not draw a very flatter- 
ing portrait of some of our great bankers 
and financiers. He makes out a case against 
inflation, based upon the facts, which may 
well prove to be unanswerable. 


THE Great TECHNOLOGY: Social Chaos and 
the Public Mind. By Harold Rugg. New 
York: The John Day Company. $2.50. 


THAT our present depression marks the 
closing years of an epoch—the age of initial 
expansion without design or control—is the 
opinion of Harold Rugg, engineer and edu- 
cator, who came back to record the results 
of observations in China, and found America 
in such turmoil that he could think and 
write only of that. In a comprehensive sur- 
vey he discusses with some bitterness the 
course of our development, emphasizing the 
chaos, the cut-throat individualism, the sense- 
less national competition, the average per- 
son’s lack of security; and shows how in 
“The First Industrial Revolution” control of 
production and distribution has been taken 
from the worker and given to “a body of 
non-producers the manipulators of 
money and credit.” 

As to our position today, “Instead of be- 
ing merely the fourteenth installment-day on 
the time-line of a century of business cycles, 
it is the dawn of the day of final reckoning.” 
He envisions a society based on government 
by popular consent and a control readily ac- 
cepted because of its obvious necessity, a 
society in*which-all the material requirements 
can be filled in a short working period, but 
in which leisure will be deyoted to crafts- 
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manship, continued education and creative 
expression rather than “anaesthetic” pleasures 
and amateur racketeering. 

Professor Rugg does not deal with pressing 
current questions. He has, in many ways, 
painted a Utopia. But large numbers of 
thinking people believe that it is upon such 
lines as he describes that our civilization must 
develop; and what the book lacks in practical 
suggestions (though there are those too) it 
makes up in a certain force and animating 
conviction. 


Bankers’ Gotp. By Edgar Lawrence Smith, 
New York: Simon & Schuster. $1.50. 


WHILE the purpose of this book is declared 
to he “to explain simply and clearly to the 
average person the vital relation of our bank- 
ing system to our present general situation,” 
it will nevertheless be instructive to many 
bankers in giving them a better knowledge of 
their own business, especially in its broader 
aspects. 

The material in the book is presented in 
the form of a conversation, participated in 
by the author, a banker and an economist, 
and this method of presentation contributes 
to easy reading. 

Mr. Smith has made extensive researches 
into the banking and economic fields, and 
has had practical experience as well. In 
“Bankers’ Gold” he discusses, with a clear- 
ness that will greatly assist in their under- 
standing, a number of vital problems relating 
to credit and to banking in general. That 
bankers themselves are believed to be in need 
of this enlightenment appears from a state- 
ment on the front cover of the book: “A 
guide to the perplexed—including bankers.” 

It is a thoughtful and instructive volume, 
well deserving a careful reading. 


Write Better Business Letters. By 
Maurice H. Weseen. New York: Thomas 
Y. Crowell Company. $2.00. 


A HANDBOOK on the art of writing success: 
ful business letters. The subjects covered 
range from taboo expressions and frequently 
misspelled words to the composition of clever 
sales letters and collection requests. Chapters 
are devoted to good letter form, orders and 
inquiries, complaints and adjustments, letters 
of application and the sometimes even more 
perplexing personal and semi-personal letters 
demanded by business connections. 

The author, a professor in the University 
of Nebraska, has arranged his material in 
simple, logical order, and further added to 
the volume’s value as a reference book by a 
very complete table of contents and an index. 
The style is clear, concise and forceful, and 
the pages are enlivened by bright ideas, ex- 
amples from the correspondence of famous 
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peopie and horrible warnings in the form of 
letters actually received by business houses 
and individuals. 


Upton SINCLAIR PRESENTS WILLIAM Fox. 
Published by the author at Los Angeles 
(West Branch), Cal. $3.00. 


Mr. Sincvair believes that modern capital- 
ism is rotten and that the “bad man” of big 
business is being replaced by unscrupulous 
bankers who deal in billions instead of mil- 
lions and who manipulate profitable indus- 
tries into ruin so that they may take them 
over and gather in their profits. 

In William Fox, Mr. Sinclair found an 
illustration to prove his point; and Mr. Fox 
was, in turn, no less eager to have his story 
placed before the American public. The 
two, attended by stenographers, went into 
long conferences. As a result Mr. Sinclair 
has presented, largely in Mr. Fox's own 
words, a sensational account that is at once 
a history (though one strongly tinged with 
personal color) of the development of the 
motion picture industry, and a bitter expose 
of the manipulations by which Mr. Fox 
claims to have been ruined. 


Bank Cost Controt. By Benjamin E. 
Young. Chicago: Rand McNally & Co. 
$5.00. 


“BANK Cost Control” is a book written by 
an able bank comptroller, Benjamin E. Young, 
of the Commerce Trust Co., Kansas City, 
Mo., who takes you on an operation inspec- 
tion tour through your bank. The tour 
starts with the general control, the needed 
basic records and departmental controls, and 
goes on to the necessity of a rigid plan of 
operation; then to the accounting of various 
activities, auditing controls, reports on op- 
erations, clear outlines of cost analysis by de- 
partments, till the tour ends with that im- 
portant and interesting problem—-the earning 
position. 

Mr. Young proves the importance of ac- 
curate records and of a rigidly enforced sys- 
tem and methods properly co-ordinated be- 
tween departments. Each chapter outlines a 
different phase, each worthy of careful study. 
The book should prove of great value to all 
bank officers and directors. The chapters 
devoted to the auditing program will be 
found of particular value to bank auditors 
and comptrollers. 


THE FRENCH INTERNATIONAL ACCOUNTS. 
By Harry D. White. Cambridge, Mass.: 
Harvard University Press. $4.00. 


Just now, when the real value of inter- 
national trade is being subjected to critical 
examination and many accepted ideas sharply 
challenged, this volume will be found ex- 


ceedingly interesting and timely. It does not 
merely state the classical doctrines respecting 
international trade, but presents in detail the 
actual experience of France from 1880 to 
1903. 

Naturally the matter of international lend- 
ing as a stimulant of foreign trade occupies 
a prominent part of the volume. And this 
is a matter of great present interest in the 
United States. 

While the experience of France may nut 
prove an infallible guide to other countries 
differently situated, that experience is never- 
theless highly instructive. 


Business MaGazines: Classified by Subject. 
Compiled by Maria C. Manley. Newark, 
N. J.: The Public Library. $1.00. 


For the first time a descriptive list of busi- 
ness magazines is available in “Business Maga- 
zines: Classified by Subject,” the third edi- 
tion of a classification of business magazines 
appearing first in 1926. It deals with over 
300 periodicals in this field represented in 
the selective collection maintained at the busi- 
ness branch, and covers over 100 subjects. 
In this guide is an alphabetical list giving a 
concise note of the data it covers. Regular 
appearance of market quotations, commodity 
prices, trade association news, statistics and 
took reviews are noted. 


The alphabetical list is followed by a sub- 


ject index. Through this may be found the 
outstanding periodicals in many different 
fields. Such subjects as market prices, ex- 


change quotations, investment quotations, 
book reviews, and other special topics com- 
mon to many different fields are also in- 
dicated. There are many cross references. 


BriTIsH PusBLic ExPENDITURE, 
By Joseph Sykes. 
Son, Ltd. 15s. 


From the introduction to this comprehensive 
study of British fiscal operations it is learned 
that the proportion of the national income 
taken for public uses has risen from 11 per 
cent. in 1913 to an average of 24.5 per cent. 
for the ten-year period, 1921-1931. National 
debt service has gone up from £24,600,000 
(1913-1914) to £366,200,000 (average 
1921-1931), and in the same period the cost 
of social services has increased from £33,- 
200,000 to £119,700,000. Defence services, 
unemployment and economic development 
have also shown considerable increase. 

In concluding his interesting study the 
author says: “Whatever may have to be said 
by way of qualification, the analysis just 
concluded of the altered scheme of public 
expenditure to be found in the postwar period 
in contrast with the year 1913-1914 shows 
that no dire consequences have ensued for 
the national economy regarded as a whole. 


1921-1931. 
London: P. S. King @ 
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Indeed, viewed from this standpoint, and 
concentrating attention on the resultant trans- 
fer of resources, the lessening of social and 
individual inequality has had profound effects 
of a highly favorable character. And, in 
particular, the massive attack on the problem 
of poverty has been attended with distinctly 
good results and with vital additions to the 
country’s material and non-material welfare.” 


EMPLoYE StocK OWNERSHIP AND THE DkE- 
PRESSION. Prepared by Eleanor Davis. 
Published by the International Relations 
Section, Princeton University, Princeton, 


N. J. 


To investigate the question of whether pur- 
chase of the company’s stock has provided a 
safe and profitable means of employe savings, 
the Industrial Relations Section of Princeton 
University has prepared this booklet, giving 
the results of its study of fifty representative 
companies operating employe stock owner- 
ship plans and the ways in which they have 
met the conditions of the last three years. 

As a result of their investigation the authors 
of this inquiry express grave doubts as to the 
justification of stock ownership as a savings 
medium for employes, especially for those 
whose low incomes make it necessary that in 
case of sickness, accident or unemployment 
they have their reserve resources in a position 
to be readily converted into cash. The safe- 
guards offered by the companies either are 
adapted only to temporary reserves or are so 
costly as to be dangerous for the company. 
Two variations on the general plan are be- 
ing tried, one a scheme by which employes’ 
savings are invested in a diversified group 
of stocks instead of in shares of the com- 
pany only, the other a plan for restricting 
any considerable stock ownership to the 
higher-salaried employes, who would be bet- 
ter able to retain their holdings during a 
slump instead of being forced to liquidate at 
a loss. But whatever the plan—if any— 
that companies will adopt in the future, the 
Princeton students of the problem believe 
that both executives and employes will be 
more cautious and conservative than they 
were in the boom years when these plans 
were initiated. 


ECONOMICS OF A CHANGING Wor LD. By 
H. V. Hodson. New York: Harrison 
Smith & Robert Haas. $2.50. 


IN a period teeming with books and pamphlets 
that profess to offer a swift and easy escape 
from our economic dilemma, this book has 
no axe to grind and no panacea to offer. Be- 
lieving that there is a dearth of material cal- 
culated to furnish the ordinary well-informed 
man or woman with a basic knowledge of 
economics, Mr. Hodson, a prominent English 
authority, has written a book that is neither 
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over-specialized nor over-simplified. College 
text books are often too academic to interest 
the general reader and stop short just where 
the man confronting our present situation 
wants to begin. Mr. Hodson has avoided 
that danger by the very questions which his 
chapters discuss: the price system, capital 
and investment, international trade, foreign 
debts and trade balances, business cycles, un- 
employment, monetary systems, the govern- 
ment’s relation to finance, the world eco- 
nomic crisis. 

But even in considering these topics of 
burning interest he has managed to preserve 
a disinterested, dispassionate viewpoint. He 
summarizes the opinions of other economists 
and indicates his own as theories rather than 
as dogma. Even in his last chapter, entitled 
“The Economic Future,” the author gives 
only a tentative and generalized view of what 
may be expected to occur in the economic 
world that lies ahead. 

It is a world, he believes, in which either 
an entirely new system of planning (such as 
communism) must be adopted, or, if our 
present system is retained, either self-righting 
economic forces must be given much freer 
play or finance and production must be more 
subjected to control. But there is a brighter 
side to the picture, for, if we can buy things 
more cheaply and work less, we shall increase 
our demand for services, and thus furnish 
employment to others. “In the depths of a 
depression, as we are while this book is being 
written, it seems good to us to make things 
more dearly and to work harder, but doubt- 
less the time will come when we shall be both 
able and content to be rich.” 


RESERVE 
Cambridge, 
Two 


TWENTY YEARS OF FEDERAL 
Poricy,. By S. E.. Haris: 
Mass.: Harvard University Press. 


volumes, $7.50 a set. 


A CAREFUL examination of these two volumes 
justifies the claim made for them, that they 
contain “the most thorough and comprehen- 
sive study yet made of the Federal Reserve 
System and policies.” 

Volume I is devoted to a discussion, both 
theoretical and historical, of each of the im- 
portant weapons of control used by the Re- 
serve banks in the twenty years of their ex- 
istence. In Volume II an intensive study is 
made of the period from July, 1927, when 
the easing policy was introduced, to March, 
1933, when the United States was confronted 
with a disastrous banking and economic 
crisis. This second volume also analyses the 
attempts of 1929-1933 to hasten recovery, 
recent legislation, the open market operations 
of 1930-1932, the activities of the Recon: 
struction Finance Corporation and the bank 
holiday. The work is scientific, but is 
written to appeal to the general public in- 
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terested in questions of banking and public 
policy. 

These volumes constitute a most valuable 
source of study of the Federal Reserve Sys- 
tem, and they well deserve a place in all 
reference libraries. 


NEW BOOKS 


Tue WRECK OF REPARATIONS. By John W. 
Wheeler-Bennett. New York: Wm. Mor- 
row & Co. $3.00. 


Tue story of the reparations problem from 
the Hague to Lausanne. 


Henry P. Davison, The Record of a 
Useful Life. By Thomas W. Lamont. 
New York: Harper @ Brothers. $3.00. 


A BloGRAPHY of the banker written by his 
partner. 


THe INvestorR Pays. By Max Lowenthal. 
New York: Alfred A. Knopf, Inc. $2.50. 


AN account of the receivership and reorgani- 
zation of the Chicago, Milwaukee & St. Paul 
Railroad, considered by the author as a typical 
case of business reorganization. 


PRACTICAL CREDIT ANALYSIS FOR BANK AND 
TrapE CREDIT MEN, ACCOUNTANTS, IN- 
VESTORS, BUSINESS SCHOOLS, MERCHANTS. 
By Eugene S. Benjamin. New York: The 
author. $77.00. 


A MANUAL and case book of analysis of credit 
data. 


We Have RECOVERED BEFORE. 
W. Price. 
$1.50. 


AN optimistic comparison of the present de- 


pression with those of the nineteenth cen- 
tury. 


By Walter 
New York: Harper & Brothers. 


MoberRN INDUSTRIAL ORGANIZATION. By 
Herbert von Beckerath. New York: 
McGraw-Hill Book Company, Inc. $4.00. 


A TREATMENT of the economic aspects of the 
subject, translated from the German. 


THe Wortv’s Greatest NINETY-NINE 
Days. Compiled by Ben Duffy and Har- 
ford Powel. New York: Harper & 
Brothers. 99c. 


A COLLECTION of reproductions from news- 


paper headlines, news items and cartoons 
covering the period between February 14 and 
May 23, 1933. 


AN INTRODUCTION TO MONEY AND CREDIT. 
By James Dysart Magee. (Rev. ed.) New 
York: F. S. Crofts & Co. $3.50. 
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EcoNOoMIC DEVELOPMENT OF THE UNITED 
States. By Isaac Lippincott. (Third 
ed.) New York: D. Appleton & Com- 
pany. $4.00. 


TEN YEARS OF FEDERAL INTERMEDIATE 
Crepits. By Frieda Baird and Claude 
Benner. Washington, D. C.: Brookings 
Institute. © $2.75. 


TrRIOPOLY—or Crass War? By Robert 
Segal. New York: Duffield and Greene. 
$2.00, 


A PLAN for economic recovery which involves 
a franchise of industry by the Government, 
affording protection to consumers, labor and 
investors. 


PuBLic UTILITIES AND THE PEOPLE. By 
William Ambrose Prendergast. New York: 
D. Appleton-Century Co. $3.00. 


AN analysis of the present condition of pub- 
lic utilities. 


Dest AND PropucTion. By Bassett Jones. 
New York: The John Day Company. 
Cloth, $2.50; paper, $2.00. 

A study of the operation of the production 

mechanism and of the debt or credit struc- 

ture. 


NEW PAMPHLETS 


INSTEAD OF DICTATORSHIP. By Henry 
Hazlitt. New York: The John Day Com- 
pany. 25c. 

A PROPOSAL for running the Government on 
the lines of a big corporation, with Congress 
supplanted by a board of twelve directors to 
be elected by the single-transferable vote. 
Other reforms proposed include the admission 
of the President as a member of this board 
with power to cast three votes and the con- 
sideration of technical problems by outside 
committees of specialists instead of by the 
usual standing committees. 


CoMMERCIAL BANK MANAGEMENT. Booklet 
No. 13. Service Charges. New York: 
Committee on Bank Administration and 
Banking Practises, American Bankers As- 
sociation. 25c. 


A BOOKLET advocating the measured service 
and dealing with such topics as “Why Your 
Bank Should Adopt Measured Service 
Charge,” “‘Advantage of Co-operation with 
Other Banks in Your City or County in 
Adopting the Measured Service Charge,” 
“How to Determine the Charges Your Bank 
Will Adopt,” and “How to Install and 
Operate Measured Service Charge.” 





Bankers Guide Book 


By W. R. Morenouse 


is just off the press 


1072 pages 136 chapters 


Over 4000 questions and answers 
on banking, of which 1500 are 
legal with citations 


Acclaimed the most useful book of general 
interest to bankers ever written 


THE author needs no introduction to readers of THE BANKERS MAGAZINE. 
Mr. Morehouse is the author of seven books on banking—among them the 
original Bankers Guide Book, purchased by 22,000 banks. Now comes the 
new Bankers Guide Book with over three times as many pages (1072 to be 
exact) and it “fits the pocket.” 


AN introductory edition will sell at $5 a copy (less than 4 cent a page) then 
the price goes up to $10 (less than 1 cent a page). 


WE have a limited number of copies of the introductory $5 edition set aside 


for immediate delivery. Send us your order now and save $5. 


BANKERS PUBLISHING Co., 
Book Dept.—465 Main St., Cambridge, Mass. 


Please send me, postpaid, a copy of the new “Bankers Guide Book,” for which I will 
send you my check for $5 on receipt of your bill. 








REVIEW OF THE MONTH 


A SURVEY OF BANKING AND ECONOMIC CONDITIONS AS 
REVEALED IN MONTHLY TRADE LETTERS 


tinue to show a steady and rapid 

improvement in the general busi- 
ness situation, the most gratifying evi- 
dences being the rise in employment and 
advances in wages. Car loadings, rail- 
way earnings, bank clearings, business 
failures—these and other familiar signs 
point to a continuation of the restora- 
tive process. While some of this ad- 
vance—perhaps the greater part of it— 
may be ascribed to the extraordinary 
measures taken at Washington, other 
causes operating in the same direction 
have been at work. In the first place, 
as in all depressions, a natural if slow 
recovery is bound to occur; again, the 
rise in the price of wheat and of some 
other grains has been stimulated by crop 
shortages. There are, it is true, some 


Prsnve to show all indications con- 


disquieting elements im the present situa- 


tion. Prices are rising faster than wages 
-—a tendency which it is the purpose of 
the Federal Administration to hold in 
check. And speculation, in both shares 
and commodities, has been far more ac- 
tive than many consider to be healthful. 
Very solid phases of the recovery, other 
than those already mentioned, are the 
marked revival in steel production and 
a moderate advance in building opera- 
tions. The new codes formulated at 
Washington for the regulation of pro- 
duction and marketing are gradually 
coming into effect and, while they rep- 
resent experiments in the economic life 
of the country, the general willingness 
displayed in putting them into opera- 
tion is a harbinger of their success. That 
they will be given a full and fair trial is 
now clearly evident. 

It is commonly asserted that the 
‘rebound from the low state of the de- 
pression, witnessed in recent months, i 
unexampled in the history of the coun- 
try. Confidence is expressed that the 
situation has now improved to a sufh- 
cent extent to carry the country quite 
safely over the usual season of mid- 
summer dullness. 


WHAT THE MONTHLY LETTERS SHOW 


Typical of the conditions reflected 
generally throughout the country are 
the following extracts from trade letters 
issued by banks in various sections of 
the United States, and from other 
sources. 


COL. LEONARD P. AYRES 
[ Vice-President, Cleveland Trust Company} 


Business recovery is now going forward in 
this country at the most rapid rate ever 
reached in our economic history. Activity in 
business is increasing more than twice as 


‘swiftly as it has done in any previous period 


of upturn from depression conditions, and at 
a pace about five times as rapid as that at- 
tained in 1915 when the huge war orders 
poured in from Europe. 


THE SURVEY 


{Guaranty Trust Company of 
June 26} 


New York, 


Business activity and prices have advanced 
further, although upward movements in com- 
modity and security markets have been some- 
what slower and more irregular than they 
were in May. Financial conditions remain 
as satisfactory as could be expected under a 
regime of unstabilized money and after sev- 
eral years of continuous depression and defla- 
tion. Banking operations have proceeded in 
a normal manner, with some signs in the last 
few weeks of an increase in loans, as well 
as a continued rise in investments. 


WALL STREET JOURNAL 
{July 17] 


The upswing in industrial production still 
is continuing, but there are indications that 
some of the vigor has been lost. In some 
lines there has been unquestionable stocking 
up by jobbers. The test of the soundness of 
the upturn in production will be met in the 
fall, when the extent to which public purchas- 
ing will reduce inventories can be gauged. It 
is still a question as to whether the public 
will buy in volume if prices are marked up. 
The Administration’s anxiety on this score 
has been indicated several times. 
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MONTHLY REVIEW 
{Federal Reserve Bank of St. Louis, June 30} 


Practically all indicators of business in the 
Eighth District during the past thirty days 
reflected a continuance of the improvement 
which began in mid-March and extended 
through April and the first half of May. In 
many important lines the rate of betterment 
was more rapid than during the preceding 
thirty days. For the first time since 1929 the 
total volume of trade and industry in May 
exceeded that of the corresponding period a 
year earlier. The expansion in physical vol- 
ume was accompanied by a further strength- 
ening in sentiment in the business community 
and with the public at large. Purchasing of 
commodities was more diversified and on a 
larger scale, both merchants and _ ultimate 
consumers being more disposed than hereto- 
fore to fill long deferred requirements. <A 
notable feature in the month's transactions 
was the substantial gains in advance orders 
booked in many important lines. Total of 
advance business on books of reporting whole- 
salers and manufacturers as of June 1 was 
the largest recorded in more than two years. 
Increased purchasing generally reflected an- 
ticipation of future needs and possibly higher 
prices, also, catching up on goods which 
ordinarily should have been acquired earlier 
in the year. 


MONTHLY REVIEW 
[Ninth Federal Reserve District, June 28] 


The volume of business in the district 
continued to improve during May and early 
June and an increasing number of lines of 
activity exceeded the volume of the preced- 
ing year. Increases over last year’s figures 
became more numerous, both on account of a 
genuine upturn in business and because last 
year the volume of business was decreasing. 
Part of the rise in business activity is due to 
the transaction of business which normally 
would have occurred last fall. An unusually 
large part of the cash grain crop was held on 
farms beyond the normal marketing period 
and is now being shipped to market in heavy 
volume. May marketings at the Minneapolis 
and Duluth terminals of wheat produced in 
the Ninth Federal Reserve District amounted 
to 10,982,000 bushels as compared with 1,- 
682,000 bushels in April and 2,718,000 
bushels in May a year ago. Prices of farm 
products continued to rise during May, and 
in that month higher prices than last year’s 
quotations were quoted for wheat, corn, rye, 
flax, butcher cows, feeder steers, hogs, lambs, 
ewes, butter, eggs and potatoes. The com- 
posite price index of Minnesota farm prod- 
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ucts was the highest in. May since December 
1931, but was only 49 per cent. of the 
1924-6 average, according to the report of 
the University of Minnesota. These higher 
prices, together with the unusually heavy 
marketing movement of certain products, have 
provided the rural portion of the district 
with a considerable debt-paying and purchas- 
ing power. 


NEW ENGLAND LETTER 


[First National Bank of Boston, June 29] 


New England business has moved vigor- 
ously upward. Our index of industrial pro- 
duction for this section in May was substan- 
tially above April and was at the highest level 
in twenty months. 

In addition to the major industries, the ad- 
vance was participated in by practically all 
lines in the section, including building, elec- 
trical equipment, rubber products, textile ma- 
chinery and foundry products. In no time 
in at least a decade have such sharp gains 
been recorded all along the line. 

All branches of the textile industry are un- 
usually busy. Méills producing wool goods 
are hard pressed to make delivery, even 
though over-time operations are common. 
Manufacturers of men’s wear are booked to 
capacity and are not generally accepting or- 
ders for future delivery because of the uncer- 
tainty over the price situation. Business in 
women’s wear is the most active since the 
boom period of 1929. For the first five 
months of this year consumption of wool for 
the industry as a whole was 25 per cent. and 
in New England about 44 per cent. over the 
corresponding period of a year ago. The 
cotton goods industry in this section has had 
a spectacular upturn. Consumption of raw 
cotton in May was over 32 per cent. above 
April and 157 per cent. above May of 1932. 
Despite the low rate of activity during the 
early part of the year, takings by the mills in 
this section for the first five months were 
more than 20 per cent. above the correspond- 
ing period of 1932, or the same percentage 
gain as recorded by the industry as a whole. 


MONTHLY SUMMARY 


[Security-First National Bank of Los Angeles, 
July 1) 


A larger volume of business was transacted 
in Los Angeles and Southern California dur- 
ing June than in May, marking a continuation 
of the rising trend which has been apparent 
since March. The current improvement is 
significant in that it has occurred at a time 
when declining activity, occasioned by the 
summer season, is usually evident. 


The New Code 


UST as this issue was going to press 

a copy of the new bankers’ code was 

received from the American Bankers 

Association. This code is similar in 
its provisions to the President’s Blanket 
Code. Since, however, it was generally 
felt that some of the provisions of the 
Blanket Code, especially those relating 

«to the hours of employment, were not 
feasible for banking because of the highly 
specialized character of the banking busi- 
ness, representatives of the association 
prepared a special adaptation of the gen- 
eral code, which met with the approval 
of General Johnson, the National Recov- 
ery Administrator. 

At the time that the approval of the 
bankers’ code was made public, Francis 
H. Sisson, president of the American 
Bankers Association, said: 


“Negotiation by representatives of the 
American Bankers Association of a 
slightly modified form of the President’s 
Blanket Code, making it more applicable 
to practical working conditions existing 
_ in the highly specialized field of banking, 
has resulted in a type of agreement 
which it is believed will command the 
support of bankers throughout the na- 
tion. Adherence to this agreement will 
bring the banking business fully in line 
with the purposes of the NRA plan. 

“While the association has not the 
power to bind its individual members to 
this agreement, communications ad- 
dressed to the association by its members 
from all parts of the country as well as 
action by thousands of bankers individu- 
ally and in local groups indicate its gen- 
eral acceptance. 

“The negotiations in behalf of the as- 
sociation were carried on under the con- 
Stitutional authority of its Administra- 
tive Committee, which voted approval 
of the signing by the members of the 
association of the voluntary agreement 
in conformity with President Roosevelt’s 
appeal. Several members suggested the 
advisability of modification of some of 
the terms of the agreement and our rep- 


resentatives were able to obtain approval 
of some of these suggested changes.” 


The announcement which the associa- 
tion has dispatched to its members re- 
garding the new code states: 

“Under the terms of the National Re- 
covery Act, the President of the United 
States is urging every employer in the 
country to sign a voluntary agreement 
covering minimum wages and maximum 
hours as a part of his nation-wide plan 
to raise wages and create employment. 

“This voluntary agreement has been 
made to include banking, specifically. 

“Your Administrative Committee be- 
lieves that in view of the purpose sought 
to be served by the Administration, the 
banks of the country should co-operate 
to the best of their ability to secure 
united action in this effort to restore con- 
fidence and prosperity.” 


The committee then goes on to recom- 
mend that all members of the associa- 
tion sign and mail the President’s Em- 
ployment Agreement which has been de- 
livered to them through the Post Office 
Department and sign the Certificate of 
Compliance, adding to it the clause: 

“To the extent of NRA consent, as 
announced, we have complied with the 
President's Agreement by complying 
with the substituted provisions of the 
Code submitted for the Bankers of the 
United States.” 


The discussions at Washington were 
conducted for the association under the 
direction of the Administrative Com- 
mittee by Robert V. Fleming, president 
of the Riggs National Bank, Washing- 
ton, D. C., and chairman of the asso- 
ciation’s committee on Federal Legisla- 
tion; P. D. Houston, chairman of the 
board, American National Bank, Nash- 
ville, Tenn., and treasurer of the associa- 
tion; and O. Howard Wolfe, cashier of 
the Philadelphia National Bank, Phila- 
delphia, Pa., in conferences with Gen- 
eral Johnson and Governor Eugene R. 


Black of the Federal Reserve Board. 
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A committee of the American Bankers 
Association has been appointed to form: 
ulate a code of fair competition under 
the National Recovery Administration, 
and this code will be presented for ap- 
proval at the national convention of the 
association, which is to be held in Chi- 
cago September 4-6. 

The text of the basic code already 
sent out is as follows: 


CODE OF FAIR COMPETITION 
OF THE 
BANKERS OF THE UNITED STATES 


The declared purpose of this Code is to 
effectuate the policy of Title 1 of the Na- 
tional Industrial Recovery Act during the 
period of emergency. 


DEFINITION 


The American Bankers Association affirms 
that it imposes no inequitable restrictions on 
its membership, and participation in its ac- 
tivities, and it is truly representative as a 
National Association consisting of National, 
State, savings, mutual and stock banks, trust 
companies and investment bankers. 


1. LABOR PROVISIONS 


As required by Section 7 (a) of Title 1 
of the National Industrial Recovery Act, the 
following provisions are conditions of this 
Code: 

1. Employees shall have the right to 
organize and bargain collectively through 
representatives of their own choosing, and 
shall be free from the interference, re- 
straint, or coercicn of employers ‘of labor, 
or their agents, in the designation of such 
representatives or in self-organization or 
in other concerted activities for the pur- 
pose of collective bargaining or other 
mutual aid or protection; 

2. No employee and no one seeking 
employment shall be required as a con- 
dition of employment to join any com- 
pany union or to refrain from joining, 
organizing, or assisting a labor organiza: 
tion of his own choosing; and 

3. Employers shall comply with the 
maximum hours of labor, minimum rates 
of pay, and other conditions of employ- 
ment, approved or prescribed by the 
President. 


2. CHILD LABOR 


After August 31, 1933, no person under 
16 years of age shall be employed, except 
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that persons between 14 and 16 years of age 
may be employed, for not to exceed 3 hours 
per day and those hours between 7 a. m. and 
7 p. m. in such work as will not interfere 
with hours of day school. 


3. HOURS OF EMPLOYMENT 


(A) No banking employee shall work in 
any bank for more than 40 hours in any one 
week on an average of a 5-week period (such 
average being necessary owing to the periodic 
settlements, payments or emergencies in serv- 
ing the public, over all of which the bank 
has no control). The hours of any banking 
operations shall not be reduced below the 
hours now obtaining in each individual bank. 

(B) This provision for working hours 
shall not apply to guards and watchmen em- 
ployed to safeguard the assets of the bank 
who cannot be shifted or changed during the 
night period. 

(C) The maximum hours fixed in the 
foregoing paragraphs shall not apply to em- 
ployees in banking establishments employing 
less than two persons in towns of less than 
2,500 population, which towns are not part 
of a larger trade area; nor to employees in 
a managerial or executive capacity or in any 
other capacity of distinction or sole respon- 
sibility who now receive more than $35 per 
week. Population for the purposes of this 
agreement shall be determined by reference to 
the 1930 federal census. 


4. WAGES 


No employee shall be paid: 

(A) Less than $15.00 per week in any 
city of over 500,000 population, or in the 
immediate trade area of such city; 

(B) Less than $14.50 per week in any city 
between 250,000 and 500,000 population, or 
in the immediate trade area of such city; 

(C) Less than $14.00 per week in any 
city between 2,500 and 250,000 population 
or in the immediate trade area of such city, 
and 

(D) In towns of less than 2,500 popula- 
tion all wages shall be increased by not less 
than 20 per cent., provided that this shall 
not require wages in excess of $12.00. 


5. ADMINISTRATION 


Such of the provisions of this Code as are 
not required ‘to be included therein by the 
National Industrial Recovery Act may, with 
the approval of the President, be modified 
or eliminated as changes in circumstances or 
experience may indicate. 

This Code shall become effective when 
approved. 






Pearls Boarded 


In Which a Promising New Field of Bank Service Is Described 


NEW field for women in banking 
Ar been opened up by a young 
woman employe of the City Bank 
Farmers Trust Company of New York 
City, whose responsible duty it is to 
spend one hour of each week locked in 
the steel vaults of the bank with a 
$250,000 pearl necklace about her throat. 
A comfortable chair is provided and, so 
far as stated, there is no objection to the 
wearers taking a nap or reading the 
latest detective story. So, except for the 
fact that she is a prisoner under guard, 
the girl’s job would appear to be an ideal 
one. 

Unfortunately the field has not ex- 
panded far as yet, and hence the op- 
portunities for a career in this work are 
somewhat limited; but it seems reason- 
able to expect that, when languid dowa- 
gers, pleasure-rushed society girls and 
crotchety old guardians find how easy 
it is to assure health, happiness and long 
life to their treasured pearls, they will 
rush to secure this new bank service, 
and some fortunate bank employes may 
be able to specialize entirely in assum- 
ing graceful attitudes while wrapped 
Cleopatra-like in ropes of precious 
jewels. 

It all started when a wealthy gentle- 
man, who was shifting all his financial 
cares to the broad shoulders of his bank 
through the medium of a living trust, 
made a novel request for special care for 
his valuable pearl necklace. It was not 
the menace of bank robbers that was 
troubling him; he trusted his bank's 
sturdy locks to save it from that danger. 
What worried him was the fear that, 
away from the beautiful throats to which 
they had been accustomed, the pearls 
might pine away and lose their precious 
luster. For it is a well known fact 
among connoisseurs of jewels that pearls 
put away unworn for months on end 
grow dull and finally die forever. 


So, to prevent this catastrophe, the 
creator of the trust made a special stipu- 
lation that for one hour each week the 
pearls should be removed from their 
case and allowed to encircle the neck of 
any healthy, well-nourished young 
woman whom the trustees might see fit 
to select. 

A secretary in the bank’s employ was 
accordingly promoted to be Grand 
High Wearer of the Pearl Necklace and 
now devotes one hour each week to the 
task of saving the jewels from a linger- 
ing and tragic death. 

Whether or not the bank receives 
extra compensation for this service is not 
stated. Looking forward to the day 
when many proud but hurried owners 
will choose to protect the health of their 
gems in this manner, bank officers might 
well begin to devise a system on which 
a pearl-rejuvenation department of the 
bank could be efficiently operated. One 
flippant bystander has even gone so far 
as to query whether in computing the 
measured service charge for pearl- 
wearing one should measure the length 
of the necklace, the height of the girl or 
three times the perimeter of the bank 
vault. 

That is a question to be decided only 
after much deliberation. It might be 
well, also, to get the opinion of the 
bank’s attorney as to whether a bandit 
might justifiably plead in extenuation of 
removing the jewels from a bank which 
did not provide this service that he was 
acting, not in his-own private and pro- 
fessional capacity, but as a member of 
the Society for the Prevention of 
Cruelty to Pearls, by restoring them to 
light and air and the congenial company 
of warm feminine throats. 

The cares and responsibilities of the 
banking profession are indeed number- 
less. 








ELevEN New York City banks have promised 
to aid the Administration in its national re- 
covery program by granting commercial loans 
for the production and distribution of goods 
whenever possible. The banks signing this 
pledge are: The Chase National Bank,. the 
Guaranty Trust Company, the Central Han- 
over Bank and Trust Company, the First Na- 
tional Bank, the Bank of the Manhattan 
Company, the New York Trust Company, the 
National City Bank of New York, the Bank- 
ers Trust Company, the Irving Trust Com- 
pany, the Chemical Bank and Trust. Company 
and the Manufacturers Trust Company. The 
text of the letter sent to Gencral Johnson 
follows: 

“You have asked our opinion as to what 
can be done by the banks of this country to 
assist in furthering the success of the Presi- 
dent’s industrial recovery plan. 

“The President's plan is designed to stim- 
ulate the growth of purchasing power, and 
thereby to increase the demand for goods. It 
is also designed to enlarge industrial output 
and increase employment. These objectives 
justify all the support that can be given to 
them by the banks. 

“One of the principal functions of banks 
is to finance the production and distribution 
of raw materials, food products and goods. 
Commercial loans made for these purposes are 
among the most desirable loans which a bank 
can make. 

“Loans granted in one season for the 
manufacture of goods to be sold in another 
season are of this category. 

“Loans made in connection with the indus- 
trial recovery plan may be likened to seasonal 
loans. They will be made for the financing 
of the production of inventory, the liquida- 
tion of which the success of the President's 
plan would insure. Such loans should be 
granted, of course, only where the credit of 
the borrowers justifies it, and each loan must 
be considered on its own merits, but all loan 
applications which pass this ordinary banking 
requirement should, and undoubtedly will, 
have sympathetic consideration from the 
banks. 

“We believe that in this manner the banks 
can and will be of the greatest help in assist- 
ing to a successful issue the President's in- 
dustrial recovery plan.” 


THE Union National Bank of Kansas City, 
Mo., opened for business on July 23. This 
bank, the third largest in the downtown 
group of the city, has new capital of $2,700, 
000, half subscribed by common stockholders 
and half by the Reconstruction Finance Cor- 
poration. Through the organization of this 
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new bank $12,000,000 or 57 per cent. of 
their deposits has been freed to the depositors 
of the old Fidelity National Bank and Trust 
Company, who had already had 5 per cent. 
released to them on March 2. 

The board of the new bank is composed 
of ten members: HOWARD A. AUSTIN, 
JUSTIN D. BOWERSOCK, H. F. HALL, 
GEORGE R. HICKS, IRVING HILL, HER- 
BERT V. JONES, HERMAN M. LANG- 
WORTHY, JAMES J. FLYNN, T. H. MAS- 
TIN and JOSEPH F. PORTER. 

The officers are: GEORGE R. HICKS, 
president; D. A. McDONALD, GEORGE 
G. MOORE and ROBERT J. CAMPBELL, 
vice-presidents; R. B. HEWITT, vicz-presi- 
dent and trust officer; E. J. MCCREARY, Jr., 
cashier;- DOUGLAS WALLACE, assistant 
vice-president; ALBERT H. SMITH, R. J. 
BUSHMAWN and D. M. CONNOR, assistant 
cashiers; EDMUND E. MORRIS, manager of 


the savings department. 


CoMPLETE consolidation of the First Un‘on 
Trust and Savings Bank with the First Na- 
tional Bank of Chicago under the title and 
charter of the latter hes been announced by 
MELVIN A. TRAYLOR, president, fcllow- 
ing ratification by directors and stockholders. 
The First Union was organized in 1903 be- 
cause the National Bank Act at that time 
did not allow a national bank to transact a 
trust business or satisfactorily to conduct a 
savings business, and al! of its stock has been 
held in trust for the benefit of the stock- 
holders of the First National. Howeve- now 
that the new banking law authorizes national 
banks to perform trust and savings functions, 
directors and officers have felt that a un‘fied 
organization would be preferable. The bank- 
ing business of the First Union was trans- 
ferred to the First National last March. The 
First National Bank statement of June 30 
showed deposits of $563,486,000 and cash 
resources of $207,861,000. 


THe Greenwich Savings Bank, New York 
City, celebrated its one hundredth anniversary 
on July 1. Baskets of flowers and greetings 
arrived from other banking institutions in the 
city, and many executives paid personal visits 
of congratulation. The Bank for Savings and 
the Seamen’s Bank for Savings, the only two 
older savings banks in the city, sent tributes; 
and two officers of the Chemical Bank and 
Trust Company, the institution at which both 
CHARLES M. DUTCHER, president of the 
Greenwich Savings Bank, and HUBERT E. 
BROWER, its cashier, began their banking 
careers, were among the visitors. In connec- 
tion with the anniversary it is interesting to 
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note that B. OGDEN CHISHOLM, one of 
the trustees of the Greenwich, is a descendant 
of one of the original incorporators of the 


bank. 


D. PORTER DUNLAP, of the Bank Rela- 
tions Department of the Bank of America, San 
Francisco, Cal., has been appointed assistant 
vice-president of the institution. Mr. Dunlap 
is a graduate of Stanford University, and ob- 
tained his first banking experience with the 
National City Bank of New York. After 
extensive service with the United States 
Treasury Department he became an officer 
of the American Trust Company of San Fran- 
cisco. He joined the Bank of America 
organization in 1929. 


F. T. OCONNOR, Comptroller of the Cur- 
rency, and the Federal Reserve Board have 
extended till August 14 the time within which 
national banks and state Federal Reserve 
banks may file reports of their affiliates. These 
two classes of banks were included in the 
national bank call of July 7, but so many 
difficulties arose in respect to furnishing and 
publishing reports of affiliates that an exten- 
sion in time was granted. Reports, when 
furnished, must show the condition of the 
affiliates on June 30. 


Tue Board Walk National Bank of Atlantic 
City, N. J., has reduced its interest rates on 
short-term loans in the belief that this may 
prove helpful in reviving local business. The 
new rates are 3 per cent. for ninety-day bor- 
rowings backed by Government securities, 4 
per cent. when the collateral is the highest 
grade of state, municipal or Stock Exchange 
bonds, and 5 per cent. on loans based on 
other acceptable security. Renewal after 
ninety days will be at 1 per cent. higher 
interest charge in all cases. SIGMUND OJ- 
SERKIS, president of the bank, has an- 
nounced that these rates will apply to all 
loans, whether or not they are made to de- 
positors of the institution. 


GEORGE W. TIEDEMAN has been elected 
chairman of the board of the Liberty National 
Bank and Trust Company of Savannah, Ga. 
He succeeds HENRY BLUN, who is resign’ 
ing to give his entire attention to the Georgia 
State Savings Association, of which he is 
president. JAMES B. HOULIHAN was re- 
elected president of the Liberty National, and 
‘E. A. STUBBS was elected vice-president. 


SIDNEY B. CONGDON, former liquidator 
of the Guardian Trust Co., Cleveland, O., 
was elected president of the National City 
Bank of Cleveland on July 10, and entered 
upon his new duties the following morning. 
Mr. Congdon has had wide banking experi- 
ence as secretary to the Comptroller of the 
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Currency, assistant to the Director of Finance 
and Purchases of the U. S. Railway Adminis- 
tration, national bank examiner, vice-president 
of the Bank of Pittsburgh, secretary and 
treasurer of the National Credit Association 
and chief of the examining division of the 
Reconstruction Finance Corporation. In De- 
cember, 1932, he was made manager of the 
Cleveland Loan Agency of the R. F. C., and 
after the bank holiday was appointed con- 
servator of the Guardian Trust Co. 

The National City Bank is completing a 
program of enlargement of quarters, person- 
nel and capital structure, in line with a plan 
whereby it is co-operating with the liquidators 
of the closed Union Trust Co. and Guardian 
Trust Co. to release the largest possible ini- 
tial dividend to the depositors of these two 
banks. Depositors of both institutions have 
subscribed to new stock in the National City 
to be paid for out of their initial dividends, 
and the National City Bank and the R. F. C. 
have in return made large loans to the Union 
and the Guardian, permitting initial liquidat- 
ing dividends of 35 per cent. for the Union 
and 20 per cent. for the Guardian. Payment 
of these dividends was begun about the mid- 
dle of July, thereby releasing approximately 
$57,000,000 to 400,000 Cleveland depositors. 


Tue Bank of Sparta, Sparta, Wis., celebrated 
its seventy-fifth anniversary on July 26, and 
in celebration of the event published an at- 
tractive broadside recounting the early history 


of the town. Founded in 1858, only seven 
years after the first building was erected in 
Sparta, this bank made the proud boast that, 
in a day of “wild-cat” state bank notes, notes 
of the Bank of Sparta were never reported 
below par. The present officers and directors 
of the bank are: A. W. BARNEY. presi- 
dent; LOUIS T. HILL and TYLER D. 
BARNEY, vice-presidents; ALFRED WN. 
WALL, cashier; MYRON BRACKETT, 
JOHN E. LLOYD and WILLIAM H. HAN- 
CHETT. 
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WHEN a nearby farmer robbed the Blooming- 


ington (Ind.) National Bank of $574 re- 
cently he didn’t count on the teaching 
profession. EBER A. TETER, a young 


physiology professor of Indiana University, 
saw the gunman escape, and an hour later 
took the trail, catching up with the robber 
when he stopped for gas near Oolitic. When 
Teter went to a telephone to call the police 
the bandit followed him and said, “Well, I 
guess you know who I am.” The professor 
persuaded the young man to give himself up 
and return the money, and the pair then 
started back to Bloomington, each in his own 
automobile and with the bandit still in pos- 
session of the bank funds. On his surrender 
to officers the man said he took the money 
to avert a foreclosure on his father’s farm. 


THE average rate of interest paid by savings 
banks in New York State in their distribution 
on July 1 for the second quarter of the year 
was 3.23 per cent., according to figures com- 
piled by the Savings Banks Association of the 
State of New York. On July 1, 1932, the 
average was 3.75 per cent. The state has 
139 savings banks, of which 89, including 
all those in Manhattan, the Bronx, Brooklyn, 
Queens and Staten Island, are on a 3 per 
cent. basis. Thirty-eight banks pay 34 per 
cent. and twelve pay 4 per cent. 


Tue following officers were elected at the 
convention of the Virginia Bankers Associa- 
tion held this year at Hot Springs: president, 
S. H. PLUMMER, executive vice-president 
of the First National Bank, Newport News; 
vice-president, CARROLL PIERCE, president 
of the Citizens National Bank, Alexandria; 
secretary, C. W. BEERBOWER, assistant 
cashier, First National Exchange Bank, Roa- 
noke; treasurer, THOMAS D. NEAL, Scott 
&@ Stringfellow, Brokers, Richmond; assistant 
secretary, MISS LILLIAN KENDALL, First 
and Merchants National Bank, Richmond; at- 
torney, J. RANDOLPH TUCKER, Rich- 
mond; executive councilmen, R. W. DUD- 
LEY, Norfolk; W. C. ROBERTS, Nassawa- 
dox; A. F. RYLAND, Richmond; F. M. 
NEWSOM, JR., Lawrenceville; M. S. BAR- 
ROW, Alberta; C. L. ROBEY, Purcellville; 
W. B. TIMBERLAKE, Staunton; B. E. 
VAUGHAN, Lexington; D. E. MOUNT- 
CASTLE, Covington; R. B. GUNN, Roa- 
noke; C. A. LUCAS, Pembroke; J. SIN- 
CLAIR BROWN, Salem; F. L. JOSLYN, 
Mathews; and A. A. CRALLE, Tappanhan- 
nock. 


BENTLEY G. McCLOUD, vice-president of 
the First National Bank of Chicago, was 
elected a director at a recent meeting of the 
stockholders. He obtained his early training 
in the First National, and afterwards served 
as an officer in the Chicago Federal Reserve 
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Bank. He was vice-president of the Union 
Trust Company until its merger with the 
First National in February, 1929, when he 
returned to the First National as a general 
vice-president. 


THE Morris Plan Company of New York has 
absorbed the operations of the Gotham In- 
dustrial Banking Company, in which it had 
had a stock interest for some months. It 
was stated that, although the Gotham com- 
pany had been operating successfully, the 
consolidation was arranged as an economy 
measure. The latest financial statements listed 
the Gotham’s assets at $2,587,972 and the 
Morris Plan’s at $37,387,950. 

The Gotham main office at 206 Broadway 
has been discontinued, but the Jamaica branch 
is being temporarily continued as a Morris 
Plan branch, making the thirteenth of the 
company’s offices in Greater New York. 
FRED A. HARTLEY, who had been in 
charge of the Gotham Jamaica office is con- 
tinuing as manager under the Morris Plan 
ownership, and FRANK BOOS, §assistant 
vice-president of Morris Plan in charge of the 
222 Broadway office, is in charge of the 
consolidated downtown branches. 


IVY LEE is announcing the formation of the 
firm of IVY LEE and T. J. ROSS, Mr. Ross 
having been associated with Mr. Lee in busi- 
ness for the past fourteen years. Junior 
members of the firm, hitherto members of the 
staff, will be BURNHAM CARTER, HAR- 
COURT PARRISH, J. M. RIPLEY, J. W. 
LEE, II, and IVY LEE, JR. Offfices are at 
15 Broad street, New York City. 


DiviDENDs to be paid during the year 1933 
by the Bank of America were covered by a 
substantial margin in the first six months of 
operation, as is shown by the statement of 
condition on June 30. The Bank of America 
N. T. and S. A. and the Bank of America 
(California) earned during the half-year 
period, $4,449,000 before depreciation and 
sundry deduction. After all realized losses 
and estimated losses based on depression price 
levels were written, an additional $5,591,000 
was appropriated to cover any possible fur- 
ther charge-offs; and, after providing for the 
quarterly dividend declared in June and for 
depreciation, contingencies, etc., there re- 
mained $2,229,000 as a net addition to un- 
divided profits for the period, bringing the 
total as of June 30 to $12,817,000. 

The dividends recently declared were at 
the annual rate of $3,100,000, thus resuming 
regular payments which were made on an un- 
interrupted basis for the twenty-seven years 
of the bank’s existence preceding October 1, 
1931. Despite the unfavorable business and 
banking conditions which prevailed before the 
bank holiday, the deposits of the Bank of 
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America showed a gain of $17,700,000 for 
the first six months of 1933, bringing the 
total to $67,413,000. 


THe Harriman National Bank and Trust 
Company has been sending out letters at the 
rate of 1000 a day announcing its readiness 
to pay its depositors 50 per cent. of their 
accounts. The Manufacturers Trust Company 
has been designated by the Secretary of the 
Treasury and the Comptroller of the Currency 
as depositary for the funds being distributed 
by the Harriman, and arrangements have been 
made so that Harriman depositors may have 
their distribution transferred to a new ac- 
count in the Manufacturers or credited to an 
existing account. In addition Harriman de’ 
positors have been invited to make use of the 
assistance of any officers of the Manufacturers 
in preparing their proof of claim forms. The 
deposits of the Harriman amount to about 
$17,750,000, and when the bank was placed 
in the hands of a conservator on March 13 
its assets were found to be about $6,000,000 
short of its liabilities. 


INFORMATION collected by the Comptroller of 
the Currency shows that 45 per cent. of the 
member bank deposits of the United States 
are made up of those of $50,000 and over, 
although such accounts comprise less than 1 


per cent. of the total accounts by number. 
On the other hand 96.5 per cent. of the 30,- 
556,105 deposit accounts of the member 
banks are in amounts of $2500 or less. The 
average deposit is $770. In the $50,000 or 
over class the average is $224,000, while 
in the $2500 or less class it is $189. 


ISAAC McCARTHY, cashier of the La- 
bette County State Bank in Alamont, Kan., 
thwarted the plans of two bank robbers and 
saved his wife from being kidnapped or killed 
when an attempted robbery took place at the 
bank on the morning of July 14. When Mr 
McCarthy and his wife arrived to open the 
bank, they saw the two strangers driving up 
the street and became suspicious. While Mc- 
Carthy went around to the rear to a curtained 
hiding place which he had provided for just 
such an emergency, Mrs. McCarthy admitted 
the two men to the bank. Once inside, the 
robbers, both escaped convicts from the Kan- 
sas penitentiary, ordered Mrs. McCarthy to 
put up her hands and then forced the few 
officers and employes who had already arrived 
‘to lie down on the floor in the cage at the 
front of the bank. McCarthy, however, had 
taken aim, and while the robbers were gather- 
ing up their loot he shot one under the heart, 
killing him instantly, and seriously wounded 
the other in the head. 

This was Mr. McCarthy’s second experi- 
ence with bank robbers, the first having been 
in Valeda, Kan., sixteen years ago. As a 
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reward for his coolness and courage in frus- 
trating the Alamont hold-up the Kansas State 
Bankers Association has sent him a check for 
$500. 


THE Reconstruction Finance Corporation has 
recently made a loan of $1,548,000 to the 
Lebanon Realty and Investment Company, a 
proposed mortgage company of St. Louis, 
Mo., for the purchase of preferred stock in 
the South Side Bank and Trust Company, 
which is to merge with the Lafayette-South 
Side Bank and Trust Company. Another re- 
cent loan by the corporation is for the pur- 
chase of $100,000 worth of preferred stock 
in the First National Bank in Grand Forks, 
N. D., a new bank to succeed the First Na- 
tional Bank of Grand Forks. In both cases 
the Federal aid may be secured only if an 
equal amount of common stock is subscribed 
to by those interested in the reorganization of 
the banks. 


BANKERS of five closed institutions in Bergen 
County, N. J., have accepted the Treasury 
Department's plan for reopening through a 
consolidation. The towns which will be af- 
fected by the merger are: Cliffside Park, 
Fairview, Fort Lee, Edgewater and Palisade. 
An unofficial report said that the new bank 
would have its headquarters at Cliffside Park, 
where the largest of the closed institutions 
was located, and that the other banks would 
be reopened as branches. It is expected that 
a large part of the deposits of these banks 
will be released by the reorganization. 


SEVEN officers of the Bank of America, five 
of whom are former members of the Ameri- 
can Bankers Association's official family, are 
planning to attend the annual convention of 
the Association to be held in Chicago, Sep- 
tember 4-7. They are: A. P. GIANNINI, 
chairman of the board; WILL F. MERRISH, 
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president; ARTHUR REYNOLDS, vice- 
chairman of the board; RUSSELL C. SMITH, 
cashier; J. E. HUNTOON, vice-president; D. 
PORTER DUNLAP, assistant vice-president, 
all of San Francisco; and P. R. Williams, 
vice-president, of Los Angeles. 


H. D. CAMPBELL, vice-president of The 
Chase National Bank, and CHARLES HAY- 
DEN of Hayden, Stone & Co. have been 
elected directors of the Hupp Motor Car 
Corporation. 


THE reorganization plan of the Commercial 
Bank of Baltimore, Md., went into operation 
on July 17, making available in cash 55 per 
cent. of the deposits above the 5 per cent. 
distributed on March 21. Of the remaining 
deposits 24 per cent. have been applied to 
the purchase of stock in the bank and 21 per 
cent. have been placed in participation certifi- 
cates representing a potential value in the 
marked-down securities and charged-off and 
written-down items of the bank. The bank, 
which has been on a 95 per cent. basis since 
the bank holiday, is the last of the restricted 
banks in Baltimore to complete reorganization. 
The total resources of the institution are be- 
tween $5,000,000 and $6,000,000, and there 
are about 15,000 depositors. 


Depositors of six closed Pennsylvania banks 
will receive from 5 to 20 per cent. of their 
deposits by the middle of August, according 
to an announcement made by DR. WIL- 
LIAM D. GORDON, State Secretary of 
Banking. The banks included are the Ol- 
ney Bank and Trust Company of Philadel- 
phia, the Coatesville Trust Company, the 
Commercial Trust Company of Harrisburg, 
the Hamilton State Bank of Pittsburgh, the 
State Bank of Klingerstown and the Farmers 
State Bank of Hellam. 


THE Maryland State Bank Commissioner has 
approved a plan for reorganizing and reopen- 
ing the old Commonwealth Bank at Balti- 
more, which, when it closed during the bank 
holiday, had $3,000,000 of deposits. Accord- 
ing to the new plan 20 per cent. of this 
money will at once be freed to depositors; 
20 per cent. more will be transferred into 
capital, for which the depositors will receive 
shares; and the remaining 60 per cent. will 
be represented by certificates of beneficial in- 
terest. BERNARD J. BARRETT, president 
of the institution, stated that the bank had 
paid off all its loans. 


THE Staten Island (N. Y.) Savings Bank 
has acquired a plot of land on Hyatt street, 
St. George, Staten Island, as a site for a new 
building for its St. George branch. The pres- 
ent branch was opened in 1929 and has 6000 
depositors representing $1,650,000, according 
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to a report given out by the bank's president, 
WILLIAM J. WELSH. 


THE statement of the First Security Company, 
afiliate of the First National Bank, New 
York City, issued as of June 30 in accord- 
ance with the requirements of the new bank- 
ing law, shows that the corporation’s assets 
have increased in market value about $14, 
250,000 during the last six months. Last De- 
cember the company was “under water” to 
the extent of $11,750,000; now it shows a 
net worth of nearly $2,500,000. The state- 
ment, the first to be published under the new 
law and the second put out by the company 
since its creation in 1908, reports total assets 
of $38,704,090, with a market value of $27, 
790,606. 


THE National City Company, former securi- 
ties affiliate of the National City Bank, has 
changed its name to The City Company of 
New York, and moved from 55 to 44 Wall 
street. JOSEPH P. RIPLEY will continue 
to head the organization as executive vice- 
president, and the company will carry on an 
investment security business, maintaining 
branch offices throughout this country and 
abroad. 


As a result of consolidation of liquidation 
activities of the New York State Banking 
Department, appointment of four special 
deputy superintendents have been revoked. 
The men are: JOHN LACKE, Buffalo; 
WALTER E. RIDDLE, Winfield; EARL L. 
LOOKER, Malone; and HERBERT C. 
WING, Brooklyn. Mr. Wing has been re- 
appointed a special deputy superintendent to 
assist in liquidating the bank of North Col- 
lins, and Mr. Looker has been given a similar 
position in connection with the Waddington 
Bank. 


GEORGE P. BUTTERLY, has 


an- 
nounced his resignation as publicity chairman 
of the New York chapter of the American 


Jr., 


Institute of Banking. The post is an honor- 
ary one without financial remuneration. 


Tue First National Bank of Spring Valley, 
N. Y., which was closed after the banking 
holiday, reopened on June 2. The bank n-w 
has a paid-in capital of $350,000 and de- 
posits amounting to $2,000,000. ALEX- 
ANDER S. BURNS, Jr., has replaced 
JOHN D. DUNLOP as president and there 
have been several changes in the board of 
directors. 


BARTON A. SMITH, a director, has been 
clected president of the Jamaica National 
Bank, Jamaica, N. Y. He had heen acting as 
conservator of the bank from March 4 till its 
reopening on May 31. WILLIAM E. KEN- 
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NEDY, the former president, will remain as 
counsel and a director. 


COMING BANKERS’ 
CONVENTIONS 


AMERICAN BANKERS ASSOCIATION. Stev- 
ens Hotel, Chicago, September 4-7, 1933. 


CENTRAL BANK MANAGEMENT CONFER’ 
ENCE. Indianapolis, Ind. Postponed until 
further notice. 


DELAWARE BANKERS ASSOCIATION. Reho- 


both, September 7, 1933. 


FINANCIAL ADVERTISERS ASSOCIATION. 
Waldorf-Astoria, New York City, Septem- 
ber 11-14, 1933. Executive secretary, Pres- 
ton E. Reed, 231 South LaSalle Street, Chi- 


cago. 


FLoripA BANKERS CONVENTION. 
October or November, 1933. 


Orlando, 


INVESTMENT BANKERS ASSOCIATION. Hot 
Springs, Va., October 28-November 1, 1933. 


KENTUCKY BANKERS ASSOCIATION. 
ville, September, 1933. No date. 


Louis- 


MaINE SAvINGS BANKS’ ASSOCIATION. 
Rangeley Lake Hotel, Rangeley, September 
7-8, 1933. 


MASSACHUSETTS SAVINGS BANKS ASSOCIA- 
TION. Place undetermined, September 15-16, 
1933, 


Morris PLAN BANKERS’ ASSOCIATION. 
Brown Hotel, Louisville, Ky., October 2-4, 
1933. 


MortcaGE BANKERS ASSOCIATION. Secre- 
tary, Walter B. Kester, 111 West Washing- 
ton Street, Chicago. Statler Hotel, St. Louis, 
Mo., October 10-11, 1933. 


BANK AuDIL 
Chicago, Septem- 


NATIONAL CONFERENCE OF 
TORS AND COMPTROLLERS. 
ber 5-7, 1933. 


New Mexico’ BANKERS 
Franciscan Hotel, Albuquerque. 
postponed. 


ASSOCIATION. 
Indefinitely 


New York Savincs BANKS ASSOCIATION. 
Waldorf-Astoria Hotel, New York City, 
October 23-24, 1933. 


NortH CaroLinA BANKERS ASSOCIATION. 
Oceanic Hotel, Wrightsville Beach, August 
24-25, 1933. 


WyYoMING BANKERS ASSOCIATION. Casper, 
September 1-2, 1933. 


JULY DEATHS IN THE BANKING 
WORLD 


John E. Ackerman, Passaic (N. J.) Clear- 
ing-House Association. 

Frederick C. Balfe, 
Savings Bank. 
Omar K. Benedict, First National Bank @ 
Trust Co., Tulsa, Okla. 
George W. Berry, 
Co., New York City. 

George Burgevin, Kingston (N. Y.) Sav- 
ings Bank. 

William Calvert, Sr., Pacific National Bank, 
Seattle, Wash. 

Irving B. Cammack, Fishkill National Bank, 
Beacon, N. Y. 

Willard T. Carleton, Boston (Mass.) Safe 
Deposit and Trust Company. 

Albert F. Carmean, Bank of Carthage, Mo. 

J. A. Cheek, Citizens National Bank, Dan- 
ville, Ky. 

John G. Christopher, 
Bank, Jacksonville, Fla. 

L. W. Coakley, Greensburg (Ky.) Deposit 
Bank. 

Robert Logan Cocks, National City Bank 
of New Rochelle, N. Y. 

Henry C. Coke, Sr., First National Bank 
in Dallas, Tex. 

Fritz Colmer, Merchants & Marine Bank, 
Moss Point, Miss. 

Willis F. Cudderback, Skaneateles (N. Y.) 
Savings Bank. 

Paul Cook Downing, Fidelity Union Trust 
Co. of Newark, N. J. 

Charles E. Evarts, First National Bank of 
Jersey City, N. J. 

George J. Fischer, National Newark and 
Essex Banking Company, Newark, N. J. 


Newburgh (N. Y.) 


Manufacturers Trust 


Barnett National 


Bank Buildings 
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ip bo present quarters or contemplat- 
ing new offices, we believe it will pay 
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Albert J. Foster, People’s National Bank 
of Roxbury, Mass. 

Walter F. C. Golt, Fletcher American Na- 
tional Bank, Indianapolis, Ind. 

Frank E. Granger, Eliot Savings Bank, 
Boston, Mass. 

Brittan Hadley, former First National Bank 
of Cambridge, IIl. 

Arthur H. Hall, Leominster (Mass.) Sav- 
ings Bank. 

George A. Harbaugh, Security National 
Bank of Alva, Okla. 

Fox Henderson, First Farmers & Merchants 
National Bank, Troy, Ala. 

Paul W. Holman, Farmers National Bank, 
Glasgow, Ky. 

A. H. Hunley, Bank of Commerce, White 
Castle, La. 

Col. Webster Knight, Phenix National 
Bank, Providence, R. I. 

John Kollen, Holland (Mich.) City State 
Bank. 

Edmund B. Lovejoy, Pawtucket (R. I.) 
Institution for Savings. 

Christian August Luhnow, Trust Compa- 
nies Magazine. 

John W. McFarland, Bank of Caruthers- 
ville, Mo. 

Henry Gillette Munger, First National 
Bank of Herkimer, N. Y., First National 
Bank of Frankfort, N. Y. 

George P. O'Hara, National City Bank of 
Forest Hills, N. Y. 

John S. Owens, former Central Bank & 
Trust Co., Atlanta, Ga. 

W. Scott Parker, First National Bank, 
Henderson, N. C. 

Frederick H. Rand, Sr., First National 
Bank, Sanford, Fla. 

Frank E. Richardson, Sewickley Valley 
Trust Co., Sewickley, Pa. 

Robert L. Richardson, Baxter 
Bank & Trust Co. 

W. Riley Richardson, Kincaid (Ill.) Trust 
&@ Savings Bank. 

Richard Rudy, 
Paducah, Ky. 

Charles C. Shaw, Vevay (Ind.) Deposit 
Bank. 

Herbert H. Seaver, Peoples Trust Co., Ma- 
lone, N. Y. 

Allard Smith, Union Trust Co., Cleve- 
land, O. 

Edward C. Smith, Griffin (Ga.) Banking 
Company. 

Leland Stanford Stillman, Bankers Trust 
Company, New York City. 

Thomas J. Stratton, Farmers & Mechanics 
National Bank, Woodbury, N. J., Woodbury 
Trust Co. 

Charles E. Tabor, Bank of Alameda, Cal. 

F. R. Utley, Bank of Yorkville, Tenn. 

Augustus Henry Walker, former Standard 
Bank, Toronto, Canada. 


(Tenn.) 


Citizens Savings Bank, 
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